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Wealth and Income: How Did Small Businesses Fare from 1989 to 19987

George W. Haynes, Ph.D.

I ntroduction

According the Small Business Administration new business formation reached a
record level in 1998 with 898,000 new firms opening their doors (SBA, 1999). Between
1982 and 1998, the number of business tax returnsincreased by nearly 73 percent to
nearly 25 million (SBA, 1999). About 21 million Americans are reported to be engaged
in some type of entrepreneurial activity. All of these indicators suggest that small
businesses have continued to grow and develop over the past decade. Not only hasthe
number of small businesses grown, but the income derived from these business activities
continuesto increase. Income from non-farm sole proprietors and partners, who
comprise the vast mgjority of small businesses, increased by over 6 percent from 1997 to
1998 and compensation to employees rose by over 7 percent (SBA, 1999). The 1990's
have been marked by the largest ever peace time expansion in the U.S. economy. Since
1992, the Dow Jones Industrial Average has increased from 3,250 to over 10,000 points,
unemployment rates have declined from 6. 9 to less than 5 percent and consumer
confidence has soared. Clearly, we are witnessing growth in the number of businesses,
growth in owner and investor income, growth in the payments to employees working for
these businesses and changes in wealth. This rapid expansion of business income has
raised an important equity question: who’s earning the income and accumulating the
wealth?

Recent studies have carefully examined the financial structure of small businesses
and assessed the relationship between the risk preference and financial structure of their
owners (Coleman, 2000; Xaio, Alhabeeb, Hong and Haynes, 2000). The general
economic expansion of the 1990s has dramatically increased the wealth of some
individuals while leaving others with less modest increases, or decreases, in wealth. The
expansion in small businesses has required the human, physical and financial capital of
the individuals who own, invest and manage a small business. At one end of the small
business spectrum the owner, investor and manager are the same person; while at the
other end of the spectrum different individuals play each of theseroles. Using the
owner/investor/manager distinction of the business owner and Surveys of Consumer
Finance from 1989 to 1998, this study assesses changes in the income earned and wealth
accumulated by different types of small businesses from 1989 to 1998.

Economic expansions increase the size of the economic pie, however al families
are unlikely to share equally in these economic fruits. This study examines changesin
the distributions of income and wealth for four primary types of businesses. self-
employed; small business owner-manager; angel investor; and small business owner-



manager and angel investor (called other angel capitalists). This study addresses three
guestions:

@ Have families with small business ownersliving in the household
increased their incomes by more than families without small business
owners living in the household;

2 Have families with small business ownersliving in the household
increased their wealth by more than families without small business
owners living in the household; and

3 Who are those small business owning families that have prospered and
declined in the 1990s (who are the winners and losers)?

Literature Review

Thefinancial situation of U.S. families changed substantially between 1989 and
1998. The literature review examines relevant literature assessing changes in income and
wealth of U.S. families. Special attention is given to evidence on changesin the income
and wealth of U.S. families who own one or more small business. A relatively
comprehensive and extensive literature exists on the financial condition (income and
wealth) of families, but the literature is much less comprehensive for that subset of
families who own businesses.

The Federal Reserve Board assesses recent changesin the U.S. family finances
every three years when summarizing results derived from the most recent Survey of
Consumer Finances (Kennickell and Shack-Marquez, 1992; Kennickell and Starr-
McCluer, 1994; Kennickell and Starr-McCluer, 1997; Kennickell, Starr-McCluer and
Surette, 2000). The mean and median income and net worth summarizes from these
reports are summarized in Table A in 1998 dollars. The reporting of both mean and
median financial estimates (income and net worth) isimportant because of the skewed
distribution of both income and net worth data. For instance, acomparison of the relative
changes in mean and median net worth indicates whether the share of aggregate net worth
held by the poorest or wealthiest has increased or decreased. An increase in the mean that
is higher than a corresponding increase in the median often suggests an increase in the
wealth shares of families at the top end of the distribution.

Between 1983 and 1989 real mean family income increased ($44,400 to $51,700
in 1998 dollars) while real median family income remained virtually unchanged around
$32,000 (Kennickell and Shack-Marquez, 1992). Mean wealth rose by over 24 percent,
while median wealth rose nearly 10 percent. These findings suggest that family income
and wealth became somewhat more concentrated among families with higher income and
wealth, respectively. Kennickell and Shack-Marquez (1992) suggest that several factors
affected family income and wealth, including financial deregulation; progressive
elimination of tax deductions for consumer interest; and tax changes, such as the
elimination of general deductions for individual retirement accounts.



Table A Mean and Median Income and Net Worth, 1983 to 1998

Thousands of 1998 dollars

Before Tax Income Net Worth
Y ear Mean Median Mean Median
1983 44.4 32.3 189.8 54.4
1989 51.7 32.8 236.9 59.7
1992 45.6 304 212.7 56.5
1995 475 32.7 224.8 60.9
1998 53.1 334 282.5 71.6

Sources. Kennickell, A. & Shack-Marquez, J. (1992). Changesin family finances from 1983 to
1989: Evidence from the Survey of Consumer Finances. Federal Reserve Bulletin, Tables 1 and
2; and Kennickell, A.B., Starr-McCluer, M. & Surette, B.J. (2000). Changesin family financesin
the U.S.: Evidence from the Survey of Consumer Finances. Federal Reserve Bulletin, Tables 1
and 3.

Between 1989 and 1992, real mean and median family income and real mean and
median family wealth decreased (Kennickell and Starr-McCluer, 1994). Severa
important changes occurred during this period of time. Interest rates declined and
families tended to move their asset portfolios away from time deposits and toward mutual
funds; families owned more tax deferred retirement accounts; and income and wealth
grew substantially for non-White and Hispanic families.

Between 1992 and 1995, real mean and median family income increased slightly,
although not sufficiently to offset the declines realized from 1989 to 1992 (K ennickell
and Starr-McCluer, 1997). By 1995, median income and wealth were nearly the same as
in 1989, however mean income and wealth had not fully recovered. This period of time
from 1992 through 1995 was one of continued economic expansion in the U.S. economy.
By 1998, real mean and median family income had surpassed their 1989 levels, having
exhibited strong growth between 1995 and 1998. This period was marked by an increase
in the holding of stock equity and a booming stock market (Kennickell, Starr-McCluer
and Surette, 2000). While family indebtedness increased over this period of time, asset
growth was more rapid. At thisjuncturein 1998, the economy was in the seventh year of
an economic expansion. Civilian unemployment was around 4.5 percent and the average
annual inflation rate of 2.2 percent, as measured by the consumer price index, had been
low for the previous 3 years.

From 1989 through 1998, real family income and wealth increased in the U.S.
However, this growth in family income and wealth did not appear to be evenly
distributed across the economy. Using the 1989 through 1995 Survey of Consumer
Finances, Wolff (1998) argued that the distribution of wealth had become much less
equal and that only households in the top 20 percent of income and wealth made any
substantive gains. He suggested that all other groups suffered real wealth and income
losses.

While no other authors addressed small business owners, Wolff (1998) argued
that “. . . small business equity, which tends to move with stock prices, isalso highly
concentrated among therich.” While small business owners may have realized an
increase in the value of their assets with the increase in the stock market, other evidence
suggests that small business owners hold more debt than non-business owning families



(Haynes and Avery, 1996). In addition, recent research suggests that small business
owners are willing to assume more risk and hold more risky portfolios of assets (Xaio,
Alhabeeb, Hong and Haynes, 2001). Thus, whether or not families owning small
businesses have improved their financial status between 1989 and 1998 is an open
guestion. This study examines changesin the real income and wealth of families owning
small businesses to determine if they have higher mean income and wealth and increasing
or decreasing shares of total income and wealth from 1989 to 1998.

Conceptual Model

Thisis primarily an empirical study that examines the changing economic status
of families who do and do not own asmall businessin the U.S. from 1989 through 1998.
Five major hypotheses are explored:

(@D} Families owning small businesses have increased real mean income from
1992 through 1998 more than families not owning small businesses;

2 Families owning small businesses have increased real mean wealth from
1992 through 1998 more than families not owning small businesses;

3 Families owning small businesses have increased their shar e of aggr egate
income from 1992 through 1998 more than families not owning small
businesses;

4 Families owning small businesses have increased their shar e of aggr egate
wealth from 1992 through 1998 more than families not owning small
businesses;

5) Among families owning small business, those families holding stocks are
more likely to be classified as high income (greater than $50,000) and
high wealth (greater than $1,000,000) families than families not holding
stocks.

Empirical Consider ations
Data

The 1989 through 1998 Surveys of Consumer Finances (SCF) are conducted for
the Federal Reserve Board. The 1989 SCF was collected by the Survey Research Center
at the University of Michigan. The most recent surveys were collected by the National
Opinion Research Center at the University of Chicago. The surveys are designed to
supply detailed and reliable information on balance sheets, use of financial services,
pensions, labor force participation, cash income and demographic characteristics of U.S.
households.

The SCF utilizes adual frame sample to provide adequate coverage of the
population. One frame is a multistage area probability sample, which provides adequate
coverage of widely held assets and liabilities. The second frameisalist design employed
to over-sample relatively wealthy households. Response rates for the area probability
and list samplesin 1992 were approximately 70 and 34 percent, respectively (Table B).



Table B Sample Size for the 1989 through 1998 Surveys of Consumer Finance

AreaProbability  Response List Response Total

Y ear Sample Rate Sample Rate Sample
(number) (%) (number) (%) (number)
1998 2,813 70 1,496 35 4,309
1995 2,780 70 1,519 35 4,299
1992 2,456 70 1,450 K%} 3,906
1989 2,277 70 866 K%} 3,143

Research conducted by the Federal Reserve Bank suggests that non-responseis
positively correlated with wealth. This study is primarily interested in examining small
business owning families. However, the entire sample is employed to assess the
differences between business owning and non-business owning families. The SCF
survey asks respondents about the previous year, hence the SCF for 1998 actually gathers
information about the finances of the family and businessin 1997.

The variables of interest in this study include business ownership status of the
household, household income and household wealth (including assets and debt held by
members of the household). Business ownership status was determined by whether an
individual owned and/or actively managed at least one business. Business owners are
separated into four categories: self-employed, who are business owner/managers with
one or fewer employees; small business managers, who are business owner/managers
with more than one employee; angel investors, who are business owners with no active
management responsibilities in any business; and other angel investors, who are primarily
business owners with other investments where they provide some management support
(Table C). Household income is computed by summing the following sources of income:
wages and salaries, interest, dividends, asset sales, rents, unemployment, child support,
welfare, social security and other sources. The wealth of the household was determined
by generating a balance sheet, using a program supplied by the Federal Reserve Board, to
estimate the wealth of each household. Total wealth was computed by subtracting total
liabilities from total financial and non-financial assets. Financial assets were computed
by summing the value of transaction accounts, certificates of deposit, directly held mutual
funds, stocks, bonds, individual retirement accounts, saving bonds, cash value of life
insurance, other managed assets and other financial assets. Non-Financial assets were
computed by summing the value of vehicles, primary residence, other residential real
estate, equity in nonresidential real estate, business interests and other non-financial
assets. Liabilities were tabulated by summing the value of housing debt, other lines of
credit, debt for other residentia property, credit cards, installment loans and other debts.

Potential control variables include personal and demographic characteristics of
the household head and business owner, and characteristics of the business (Table C).
The personal and demographic characteristics include age, race (White, Black, Hispanic
and other), gender, education (no high school diploma, high school diploma, some
college and college degree or more), marital status (married, previously married or never
married) and census region (north east, north central, south and west). Business



characteristics include, number of employees, age of the firm, legal organization,
industrial classification, founding strategy and gross sales.

The sampling frame for this analysisis U.S. households, which are referred to as
familiesin thisreport. Personal and demographic characteristics are those characteristics
of the respondent interviewed, typically the household head. If the respondent or
someone in the household owns and manages a business, this study is referring to the
largest business. No businessinformation is available for businesses owned but not
managed by the respondent. Small businesses are those businesses owned and managed
by afamily member with fewer than 500 employees.

Table C Definitions of Variables Used in this Study

Variable of Interest

Definition

Business owner ship

Self-employed

Business owner and manager with one or
fewer employees.

Small business manager

Business owner and manager with more than
one and less than 500 employees.

Angdl investor

Business owners with no active management
responsibilities.

Other angel investor

Business owners with other investments where
they provide some management.

Family income, befor e tax

Sum of wages and salaries, professional
practice, non-taxable investment, other
interest, dividends, sale of stocks/bonds/real
estate, net rent/trusts/royalties, unemployment
or worker’s compensation, child support or
alimony, welfare, food stamps, social security,
pensions and other sources.

Family wealth

Sum of financial (including transaction
accounts, certificates of deposit, directly held
mutual funds, stocks, bonds, IRAS, cash value
of life insurance and others) and non-financial
assets (including vehicles, primary residence,
other residential real estate, business interests
and others) less liabilities (including housing,
line of credit, residential property, credit card,
installment loan and other debts).

Personal and Family

Age

Age of the household head. Ageis separated
into 6 categories (less than 35, 35t0 44, 45to
54, 5510 64, 65to 74 and 75 and over).




Table C Definitions of Variables Used in this Study (continued)

Variable of Interest

Definition

Race

Race of the household head. Raceis separated
into four categories (White, Black, Hispanic
and Other).

Gender

Gender of the household head.

Education

Educational attainment of the household head.
Thisvariableis separated into four categories
(no high school diploma, high school diploma
only, some college, college degree or more).

Marita status

Marital status of the household head. Marital
statusis separated into three categories
(married or living with a partner, previously
married and never married).

Censusregion

Census region where the house is located.
Census region is separated into four categories
(Northeast, Northcentral, South and West).
Census information is not available for 1989.

Business

Business size

Number of employees in the largest business
owned by the family. Thisvariableis
separated into 5 categories (0to 1, 2to 4, 5to
9, 10 to 24 and 25 to 500).

Business age

Age of the largest business from the date
acquired by the current owner. Businessageis
separated into 5 categories (less 1 year, 1 to 4,
5t09, 10to 19 and 20 or more).

Lega organization

Legal organization of the largest business.
Legal organization is separated into 4
categories (partnership, sole proprietorship,
corporation-sub S and corporation — sub C).

Industrial classification

Industrial classification of the largest business.
Industrial classification is separated into five
categories (agriculture; construction and
manufacturing; wholesale and retail; services
and other; and unclassified.

Founding status

Founding status of the largest business, which
asks the following: how did you or your family
living here first acquire this business.
Founding status is separated into three
categories (bought or invested; started; and
inherited or other).

Gross sales

Gross sales of the largest business.




Models

This study is primarily descriptive, where family income and wealth are compared
for business and non-business owning families. This descriptive analysisrequiresthe
careful comparison of means using chi-sgquare and t-tests to assess difference among
business and non-business owning families across time (1989 through 1998). These
simple comparisons are supported by more complex empirical models, which are
designed to assess the determinants of high income (greater than $50,000 total family
income) and high wealth (greater than $1,000,000 total family wealth).

Logistic regression models are used to assess the types of families and business
owners more likely to be classified as high income or high wealth. This study uses non-
linear logistic regression models to predict the likelihood of high family income or wealth
from binomial classifications high income (yes/no) and high wealth (yes/no). Linear
regressions models are inappropriate because they may generate predictions that are
outside the range of the binomial data, where the predicted values are less than O or
greater than 1. Initially, personal and demographic characteristics of the family are
regressed on dummy variables representing high income and high wealth. Thefirst
income model is specified asfollows:

HI =ap + ajage + arace + a sgender + a 4ed + asms+ agcen + asbus+ e

where HI = high income dummy (1=high income, O otherwise);

age = age of the household head (dummy variables for less than
35, 351044, 45t0 54, 55 to 64, 65 to 74 and 75 or older);

race = race of the household head (dummy variables for White and
and other);

gender = gender of household head,;

ed = education level (categorical variables for some high school,
high school graduate, some college, college graduate);

ms = marital status (dummy variables for married or otherwise);

cen = census region (dummy variables for north east, north central,
south, west); and

bus = business owner (1 = yes, 0 = no).

The first wealth model, which uses the same independent variables as those employed in
the first income model, is represented as follows:
HW =a( + a;age + arace + asgender + ased + asms+ agcen + a7bus+ e
where HW = high wealth dummy (1=high wealth, O otherwise).

The second set of models utilizes the same structure as the first two models.
However, the business owner variable is changed to business owner and manager. In this
instance the business owner and manager is either self-employed or has a small business
that the individual owns and manages.

The third set models repeat the af orementioned models for small business owners
and managers only and examine the association between high income and wealth and
characteristics of the family and the business (number of employees, age of the business,
legal organization, industrial classification and founding status). The third income model
is specified asfollows:



HI =ap + ajage + a orace + a sgender + a 4ed + asms + agcen + ayemployees
+ a gbusage + a ¢legal + a jpindustry + ajifound + asis+e
where HI = high income dummy (1=high income, O otherwise);
employees = number of employees (0-1, 2-4, 5-9, 10-25 and 25 or
more employees)
busage = age of the firm (lessthan 1, 1-4, 5-9, 10-19 and 20 or
more years);
legal = legal organization (dummy variables for partnership, sole
proprietorship, corporation — sub s and corporation —
regular);
industry = industrial classification (dummy variables for
agriculture, construction/manufacturing, wholesale/retail
and service/other);
found = founding status (dummy variables for bought/invest,
started and inherited/other); and
IS = income sources (dummy variable for each source of income).

The third wealth model simply replaces the dependent variable HI (high income)
with HW (high wealth) and replaces income sources (is) with wealth sources (nw).

These regression models are employed for each of the years (1989, 1992, 1995
and 1998). The model specification isidentical for each year, except in 1989 when
census region information was not available. The next section summarizes the results of
this study.

Results

This section compares business and non-business owning families, assesses the
probability of being classified as high income and/or high wealth, compares real mean
and median income and wealth, compares the shares of total family income and wealth
between business and non-business owning families and across different types of
business owners, and assesses the determinants of high income and high wealth families
over the nine years of this study (1989 through 1998),

The first sets of comparisons examine business and non-business owning
households for 1989 through 1998 (Tables 1.1 and 1.2). Table 1.1 compares the personal
and demographic characteristics of the household between business owning and non-
business owning families. Table 1.2 compares the composition of income and wealth
between business owning and non-business owning families. 1n general, the differences
between the personal and demographic characteristics of the household head in business
and non-busi ness househol ds can be summarized as follows:

(1) Household heads in business owning households are more likely to be
between 35 and 64 years of age. These households have alower
percentage of household heads that are less than 35 years of age (14.4
versus 24.6 percent in 1998) and older than 65 years of age (11.8 versus
22.8in 1998) household heads than non-business households (Table 1.1)



)
3
(4)
)
(6)
(7)
(8)

©)

(10)

(11)

(12)

Household heads in business owning households are more likely to be
White (non-minority).

Household heads in business owning households are more likely to be
male.

Household heads in business owning households are more likely have
more education (especially a college degree or more).

Household heads in business owning households are more likely to earn
more income (or to be in ahigher income bracket).

Household heads in business owning households are more likely to bein a
higher wealth bracket.

Household heads in business owning households are more likely to be
married.

Household heads in business owning households are more likely to have
income from wages and salaries (85 versus 73.8 percent in 1998) than
non-business households. 1n addition, household heads in business
owning households are more likely to have professional practice, non-
taxable sources, other interest, dividends, proceeds from the sale of stocks
and bonds, rent, trusts and royalties income than non-business owning
households (Table 1.2).

Household heads in business owning households are less likely to have
income from unemployment or workman’s compensation, child support or
alimony, welfare or food stamps, social security, pension or retirement
Sources.

Household heads in business owning households are more likely to have
money in checking, savings, money market, money market mutual fund,
call, stock market mutual fund, other bond mutual fund, stocks, bonds
(savings, government and other), cash value in life insurance accounts,
and vehicles, aprimary residence (own their home) and other real estate.
In addition, they are more likely to have housing debt (mortgage), other
lines of credit, debt on other residential property and credit card debt.
Household heads in business owning households are more likely to hold a
loan from a commercial bank, thrift institution, finance company, other
institutional lender and credit card company than a non-business owning
household.

And finally, household heads in business owning households are more
likely to hold credit card, line of credit, mortgage or other debt.

Families owning businesses are significantly more likely to be high income
earners and high wealth holders than families not owning businesses (Table 2.0). In
1998, atypical business owning family has over a 58 percent chance of being classified
as ahigh income family and over a 18 percent chance of being amillionaire. If the
business owning family also holds publicly traded stock, they have a 73 percent chance
of being classified as high income and a 35 percent chance of being amillionaire. Since
1989, business owning families have been nearly twice aslikely to be high income as
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Tade 11 Prdfiledf the Charadteridics of Non-Budness and Business Owning Families 19891993

Wedghted Means
NortBusiness Owning Families Busness Owning Families

Family Characterisic 1989 192 195 1998 1989 192 195 1998

(%) (%) (%) (%) (%) (%) (%) (%)
Ageof housshdd heed
Lessthen 3B 289 269 57 246 218 191 186 144
344 201 213 20 25 316 308 28 287
4554 143 157 168 178 204 200 251 289
5564 138 126 123 124 140 176 136 161
6574 132 133 125 115 89 91 90 94
75 and over 96 102 107 113 34 34 38 24
Race of househald head
White 730 735 78 762 8.9 6.1 80.3 80.1
Black 139 140 141 127 53 a7 39 51
Higpenic 88 81 60 78 28 34 35 23
Other 44 43 41 32 49 58 33 35
Gendar of househald heed
Mde 690 690 684 69.2 D3 911 D0 P4
Femde 310 310 316 308 97 89 100 76
Education of housshold heed
No high schodl diploma 260 26 199 177 139 72 86 70
High schod diplomaonly 328 311 3P6 B2 278 238 253 24
Somecdlege 154 178 190 181 169 174 195 217
Cdllegedegyecar more 258 284 285 311 414 516 466 489
Incomeof househald (dallars)
Lessthan 10,000 167 164 165 138 26 29 53 45
10,000-24999 253 2.2 268 264 148 169 143 108
2500049999 309 300 313 26 263 267 281 264
5000099999 214 192 199 238 313 300 310 R0
100,000 or more 58 52 55 64 251 234 213 %3
Net worth of househald (ddllars)
Lessthan 50,000 509 531 505 474 157 169 140 146
5000099999 149 153 166 147 92 107 137 107
100,000-24999 203 207 200 204 232 275 308 211
250,000-499,999 90 69 76 111 179 157 138 203
500,000-999,999 32 25 38 40 151 141 130 159
1,000,000-2,49999 12 11 12 18 120 96 83 91
2500,000-4,999,999 03 03 02 04 40 35 32 a7
5,000,000-9,999,999 00 00 01 01 21 15 20 24
10,000,000 or more 00 00 00 00 09 06 11 12

11



Table11 Prdfileof the Characterigtics of Non-Business and Business Owning Families, 19891998 (continued)

Weighted Means
NonBusiness Owning Families BusnessOwning Families

Family Charadterigtic 1989 192 195 1998 1989 192 195 1998

(%) (%) (%) (%) (%) (%) (%) (%)
Marital status of househald head
Married or living with a partner 552 541 559 5.1 772 784 762 829
Previoudy married 06 305 22 288 148 128 155 103
Neve maried 142 154 149 161 80 88 83 6.8
Canassregon
Northeest - 203 198 194 - 195 197 181
Northcentrd - 243 241 238 - 249 231 232
South - b4 3Bl 3b9 - 22 3Bl b4
West - 199 210 209 - 264 21 233
Obsavations 2216 2640 3,000 3028 Qo7 1266 129 1277

12



Tade12 Rdiled the Sourcesdf Inoomeand Wedth Hdd by Non-Busnessand Busness Onning Families 1989-1998

Wadhed Meas
NontBusnessOnning Families BusnessOwning Families

Family Charatgridtic 1989 192 1956 198 1989 192 1956 198

(%) (%0) (%0) (%) ) ) ) )
Sruduredfincome
Wegssand Haies 723 711 725 738 796 809 794 80
Professond pradiice 34 47 39 37 608 530 5.8 585
NorHaxebeinvesmants 44 44 39 30 88 103 110 69
Other interest income 96 375 284 27 54 55 510 418
Dividads 150 156 146 144 289 27 01 215
Sdedf gocksbondsr.esate 79 69 62 96 174 155 196 21
Nét ratftrugfroydties 81 71 60 55 194 29 195 163
Unamdoy. arwoke'scomp. 61 62 60 49 27 55 30 15
Child syppart or dimony 49 39 60 56 31 22 33 24
Wfare fooddamps €c. 14 99 116 79 14 17 27 10
SocSec, pandon, redire, €c. k3 316 X0 00 167 184 164 168
Other sources 59 39 37 29 27 72 55 34
Sruduredf wedth
Cheddngacoournts 729 744 786 792 897 899 R0 912
Savingsaooounts 429 25 b5 50 240 528 92 612
Maney market deposit aodts 169 157 129 124 263 236 219 200
Maney markke muiLd funds 52 53 48 53 13 110 127 139
Tad money marke: aodts® 205 195 164 167 b0 07 27 03
Cdl aooourts 10 14 11 18 38 50 51 41
Transsction acoournts® 836 39 &5 9.1 975 RB6 ar0 B3
Catificates of depost 248 24 179 185 b9 2638 22 185
Sodk muiLd funds 36 56 88 133 84 110 200 X7
Tax-freebond mutLe funds 11 26 24 35 38 41 77 44
Govarmeatt bond mutue funds 12 20 16 14 13 27 33 25
Other bond muiLd funds 04 09 12 16 09 22 26 30
Combiretion and ather mf 19 22 22 18 30 69 26 45
Tatd diredtly-hdd mf* 63 9l 107 150 132 178 230 282

13



Tade12 Rdiled the Sourcesdf Incomeand Wedlth Hdd by Non-Businessand Business Owning Families; 1989-1998 (continued)

Wedhtsd Mears
NorBusinessOwning Families Business Owning Families
Family Charadgidic 1989 190 196 198 1989 190 196 198
(*0) (%) (*0) (%) ) ) ) (%)

Sodks 176 187 199 251 B4 375 365 465
Norvaxedlebonds 29 17 13 13 6.7 50 50 36
Mortgegebonds 06 05 04 06 10 12 12 04
Govarmat bods 14 10 09 07 35 23 25 33
Other bonds 14 15 08 09 34 31 21 20
Tod bonds* 85 53 51 53 138 110 14 94
Thift-typeplans 187 201 266 310 199 28 25 P2
Thrift amountsinvested stock 121 137 214 28 126 165 195 283
Futurepansions 33 35 53 25 56 31 33 39
Tod of IRAsad thrifs 29 27 25 4 246 252 20 349
Savingsbonds 29 211 212 184 305 21 4 264
Cahvdued whdelifeins 8 R7 301 281 514 446 447 399
Annuities - - 45 - - - 56
Trusts - - 13 - - - 45
Other maneged asstsr 37 40 40 55 40 42 37 95
Other finendd assets 158 148 143 136 244 265 28 29
Taod finandd st 873 87 897 R2 85 96 92 85
Vehdes &1 844 830 816 A5 %9 913 916
Pimary resdence 614 611 625 638 802 811 798 832
Other resdentid red estate 11 107 98 11 260 243 249 266
Net ecpity innorresr edate 89 75 73 6.7 244 208 218 193
Busnessintaests 00 00 00 00 830 817 817 03
Other norfinendd 109 71 79 77 21 160 167 144
Tod norfinendid* 817 893 896 885 993 38 97 97
Tod nonfinminusprimary rest 837 82 846 833 993 990 988 P4
Totd assts 39 %62 %638 %4 1000 1000 1000 1000
Housing delx 370 b5 386 399 559 609 56.7 651
Other linesof credit 28 19 15 20 52 49 43 41
Delit for ather resdentid prop 43 44 40 43 106 148 107 n2
Credit card deht 407 425 471 428 346 506 481 509
Insdlment loans 485 454 452 433 547 503 515 468
Other deais 55 76 83 80 18 102 89 88
Tod ddt* 710 709 728 719 801 873 838 875
Tod net worthr 86.7 879 891 830 RB7 976 83 980
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Tebe12 Rdiled the Sourcesdf Inoomeand Weelth Hed by NontBusinessand Busness Owning Families 1989-1998 (continued)

Weadhed Meas
NaonBusnessOwning Families BusnessOnning Families

Family Cheradtgidic 199 192 195 198 199 192 195 198

() () (0) () ) ) ) )
Delt drudure, lender
Gommaad bark 06 401 431 15 526 575 50 579
Savingsandlcen 56 205 205 214 30 21 62 266
Frencecompary 175 173 232 278 167 215 X7 318
Other indituion 211 197 146 122 213 x1 175 191
Oedt cad conpary 32 62 68 59 36 79 80 85
Family 68 63 44 46 123 80 85 47
Govermat 33 30 43 17 40 34 60 24
Other 29 248 245 207 24 25 32 21
Undasdfied 62 145 160 130 153 190 157 150
Dext drudure typedfloen
Qdtcad 407 P25 471 28 A6 506 41 509
Linedf aedt 56 54 40 58 101 135 98 16
Mortgeoe 04 37 401 433 51 662 612 674
Vehide A2 26 1 39 402 R7 A6 B9
Budnes 87 62 59 00 19 83 70 00
Othe 215 184 151 16 55 176 154 162
Educdion 00 106 15 12 00 95 142 14
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Table 2.0 Probability of Being a High Income (>$50,000) or High Net Worth (>$1 million) Family

High Income/Business and Non-Business Owning Families
1989 1992 1995 1998
No No No No
Owned Stocks Business Business All Business Business All Business Business All Business Business All
Yes 83.9 57.1 634 76.5 540 59.6 76.5 50.5 56.0 732 57.2 60.6
No 41.2 20.7 229 39.7 175 20.0 385 19.1 211 453 211 234
All 56.4 271 310 535 243 285 52.3 254 28.8 58.2 30.2 338

High Net Worth/Business and Non-Business Owning Families
1989 1992 1995 1998
No No No No
Owned Stocks Business Business All Business Business All Business Business All Business Business All
Yes 30.1 76 124 275 56 10.3 29.2 6.1 11.9 35.6 6.7 135
No 6.4 0.7 12 7.3 04 12 6.8 0.4 12 9.7 05 15
All 174 24 43 14.7 15 32 15.2 15 35 189 16 39
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non-business owning families. 1n addition, business owning families who hold stock are
about twice as likely as business owning families not holding stock to be high income.
The wealth picture is even more dramatic. Business owning families are over six times
more likely to be millionaires than non-business owning families and business owning
families who hold stock are much more likely to be millionaires than those who do not
hold stock. In summary, business owning families who hold stock are those most likely
to be classified as high income and high wealth families.

Business owning families who are primarily investors have the highest probability
of being classified as high income families among all business owning families (Table
2.1). In 1998, families with an angel capitalist in the household had a substantially higher
probability of being classified as a high income household than afamily with a self-
employed business owner (68.8 versus 43.7 percent). Families owning self-employed
businesses are the |least likely to be classified as high income among all business owning
families. Asbusinesses get larger (either in terms of the number of employees or gross
sales) and older, the families owning these businesses are more likely to be classified as
high income. Families owning corporations are more likely to be classified as high
income than families owning businesses using other legal organizations. Families
owning agricultural businesses are less likely to be classified as high income than other
businesses, while families owning service business are most likely to be classified as high
income. Finally, the method used to acquire the business doesn’'t appear to impact the
probability of being high income.

The pictureisvery similar for those families classified as high wealth (Table 2.2).
Business owning families, who are primarily investors, have the highest probability of
being classified as high wealth among all business owning families (29.7 percent for
angel capitalist and 60.9 percent for other angelsin 1998). Families owning larger, older
and corporate (sub-s or regular corporations) businesses are most likely to be classified as
high wealth. Families owning firms engaged in the service industry are most likely to be
classified as high wealth. 1n general, families who have inherited businesses are more
likely to be classified as high wealth than other types of business owners.

In summary, those families owning small businesses and holding stocksare
more likely than other familiesto have total family incomes exceeding $50,000 each
year and wealth accumulations exceeding $1 million. Families owning larger and
older businesses are morelikely to be classified as high income and high wealth than
other families.

Mean and Median Income

The seemingly robust economy of the 1990s has produced a higher percentage of
high income (31.0 percent in 1989 to 33.8 percent in 1998) and high wealth (3.9 percent
in 1989 to 4.3 percent in 1998) families since 1989. However, variations in income and
weadlth are often large. Table 3.0 compares mean family incomes by selected personal,
demographic and business characteristics from 1992 through 1998. In all cases, mean
and median family income was higher in 1989 than in 1992. Hence, this report will
discuss the changes in income from the recession in the early 1990’ s to the most recent
data collected in 1998. All income figures have been adjusted to 1998 dollars using the
current Consumer Price Index (CPI) as employed by Kennickell and Starr-McCluer
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Table 2.1 Probability of Being a High Income Family

1989 1992 1995 1998
Business Characteristics Stock No Stock  All Stock  No Stock All Stock  No Stock All Stock  No Stock All
All Families 63.4 229 310 59.6 20.0 285 56.0 21.1 28.8 60.6 234 33.8
No Business 57.1 20.7 271 54.0 175 24.3 50.5 19.1 254 57.2 21.1 30.2
All Business 839 412 564 76.5 39.7 535 76.5 38.5 52.3 73.2 453 58.3
Self-employed 815 39.2 481 64.6 33.7 415 714 334 454 62.6 28.8 437
Small business 82.3 414 555 79.7 455 59.8 75.8 415 54.4 77.8 54.4 64.5
Angel 88.2 331 606 69.0 335 499 86.0 40.0 58.6 76.1 56.3 68.8
Other Angel 88.2 99.1 913 95.7 489 81.7 89.2 489 71.3 84.5 21.4 775
Small Businesses Only 82.2 408 535 75.2 39.9 52.2 74.1 37.9 50.6 72.0 449 56.7
Small Business (SE/SBM)
Employees, Oto 1 815 39.2 481 64.6 33.7 415 714 334 454 62.6 28.8 437
Employees, 2to 4 80.9 355 488 72.8 39.3 52.9 72.0 33.1 454 70.3 51.7 58.5
Employees, 5t0 9 735 412 517 75.9 39.7 545 61.8 455 534 81.1 50.6 64.8
Employees, 10to 24 88.3 87.0 878 99.4 65.4 76.2 93.0 64.7 75.7 815 85.8 83.2
Employees, 25 or more 97.6 78.7 90.2 98.4 734 88.1 99.6 95.0 97.8 99.7 734 90.9
Age, lessthan 1 year 51.6 393 417 81.2 50.4 61.0 67.5 43.0 48.3 68.5 18.0 313
Age 1to4 72.6 285 388 74.0 345 478 62.5 40.7 482 69.5 40.9 50.6
Age, 5t09 86.7 497 634 73.0 37.2 48.2 76.8 36.7 50.4 74.7 489 59.8

Table 2.1 Probability of Being a High Income Family (continued)
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1989 1992 1995 1998
Business Characteristics Stock No Stock  All Stock  No Stock All Stock  No Stock All Stock  No Stock All
Age, 10to 19 914 513 643 725 55.4 61.9 77.6 405 55.0 72.4 479 61.0
Age, 20 or more 81.7 438 586 79.8 29.0 49.0 86.9 279 50.2 72.3 57.0 65.1
Partnership 75.1 309 448 845 40.8 59.3 77.6 37.0 493 64.3 49.0 548
Sole proprietorship 78.3 422 502 67.2 36.0 447 70.4 34.2 455 68.5 385 50.2
Corporation, sub-s 94.7 708 831 76.1 434 60.2 75.9 50.8 62.7 80.4 548 68.8
Corporation, general 90.7 410 702 87.1 62.4 74.0 83.1 58.2 71.8 79.9 64.7 73.9
Agriculture 70.0 302 376 78.3 25.7 38.2 76.8 289 41.0 46.7 231 33.0
Construction/Manufacturing 92.3 347 522 97.6 33.6 50.9 78.0 39.8 49.0 68.1 38.2 48.6
Wholesa e/Retail 70.6 409 513 542 30.5 414 69.3 33.7 491 67.5 339 494
Services 87.3 523 647 78.6 493 60.0 74.6 429 55.8 79.7 57.8 68.2
Bought/Invested 5.0 414 465 78.9 36.9 519 79.0 40.2 531 70.3 52.0 60.1
Started 88.1 406 552 73.3 41.6 525 72.6 374 499 74.2 424 56.1
Inherited 93.6 405 588 81.6 295 491 77.0 35.7 49.8 52.3 48.8 50.3
Sales, less than $50,000 718 305 400 60.3 33.6 41.3 68.8 30.2 40.4 33.0 535 39.8
Sales, 50,000 - 99,999 90.5 540 64.2 87.6 29.2 46.0 66.9 36.8 489 70.7 72.0 71.2
Sales, 100,000 - 249,999 80.9 36.1 505 779 452 57.6 68.7 50.4 58.4 50.4 715 61.3
Sales, 250,000 - 499,999 73.7 646 684 84.8 67.6 76.2 92.0 77.1 84.8 70.9 88.8 81.0
Sales, 500,000 - 999,999 100.0 719 823 98.9 72.3 815 90.3 540 76.4 415 95.4 70.2
Sales, 1,000,000 - 2,499,999 100.0 590 774 90.0 66.0 80.3 76.8 78.3 774 98.7 91.9 93.9

Table 2.1 Probability of Being a High Income Family (continued)

19



1989 1992 1995 1998
Business Characteristics Stock No Stock  All Stock  No Stock All Stock  No Stock All Stock  No Stock All
Sales, 2,500,000 - 4,999,999 100.0 99.9 100.0 100.0 92.7 94.8 98.9 926.1 97.9 99.8 994 99.5
Sales, 5,000,000 - 9,999,999 100.0 100.0 100.0 100.0 100.0 100.0 100.0 921 95.6 100.0 100.0 100.0
Sales 10,000,000 or more 100.0 929 96.3 99.9 704 94.3 99.9 95.2 97.9 100.0 100.0 100.0
Observations 264 306 570 498 445 943 540 428 968 635 377 1,012
Notes:

(1) Income and net worth are computed in 1998 dollars using current CPI (Kennickell & Starr-McCluer, 2000).
(2) Some cells have fewer than 10 observations.
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Table 2.2 Probability of Being a High Wealth Family

1989 1992 1995 1998
Business Characteristics Stock No Stock All Stock  No Stock All Stock  No Stock All Stock  No Stock All
All Families 135 15 39 11.9 1.2 35 10.3 1.2 32 12.4 1.2 43
No Business 6.7 05 16 6.1 04 15 57 04 15 7.6 0.7 24
All Business 356 9.7 189 29.2 6.8 15.2 275 7.3 14.7 30.1 6.4 17.4
Self-employed 22.9 74 10.7 15.1 0.7 43 12.9 22 5.6 14.2 23 75
Small business 30.0 9.7 16.7 27.7 115 18.3 33.8 11.0 195 32.8 87 19.2
Ange 435 53 243 429 25 21.1 33.6 6.1 17.2 43.6 6.2 29.7
Other Angel 69.6 59.2 66.7 62.7 36.6 549 38.0 15.6 28.1 66.1 194 60.9
Small Businesses Only 28.7 9.0 151 23.9 6.4 12.5 25.8 7.1 13.6 25.7 6.3 14.8
Small Business (SE/SBM)
Employees, 0to 1 229 74 10.7 15.1 0.7 43 129 22 5.6 14.2 23 75
Employees, 2to 4 135 24 56 14.6 6.2 9.6 20.8 41 94 19.7 3.3 9.3
Employees, 5t0 9 25.2 17.3 19.9 314 11.3 195 27.7 20.1 23.8 20.0 81 13.7
Employees, 10to 24 453 54.2 49.1 51.0 21.9 311 57.9 185 33.7 75.9 529 66.7
Employees, 25 or more 97.1 24.2 68.5 57.8 34.7 48.3 76.1 67.2 72.7 72.6 36.3 60.5
Age, lessthan 1 year 14.4 00 29 7.8 0.0 27 210 4.2 79 239 0.0 6.3
Age 1to 4 12.6 6.7 80 6.5 29 41 15.0 30 7.1 13.2 0.3 47

Table 2.2 Probability of Being a High Wealth Family (continued)
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1989 1992 1995 1998
Business Characteristics Stock No Stock All  Stock No Stock All Stock  No Stock All Stock  No Stock All
Age, 5t09 20.1 4.2 101 19.2 43 8.9 23.2 6.4 121 22.6 6.1 131
Age, 10to 19 28.3 10.0 15.9 33.0 10.0 18.8 24.2 12.2 16.9 27.3 10.3 194
Age, 20 or more 64.9 25.1 40.7 48.8 14.2 27.8 50.9 10.9 26.1 427 19.7 318
Partnership 17.3 7.3 105 28.8 10.6 18.3 229 6.9 11.8 2.2 10.1 14.6
Sole proprietorship 21.2 6.8 10.0 19.0 2.8 7.3 16.2 36 75 17.6 32 8.8
Corporation, sub-s 58.6 248 42.2 27.8 15.0 21.6 41.8 21.3 31.0 34.0 8.3 22.3
Corporation, general 39.3 239 329 294 184 23.6 48.0 19.8 35.2 431 18.0 33.2
Agriculture 229 14.0 15.6 37.8 47 125 320 6.3 12.8 16.9 6.2 10.7
Construction/Manufacturing 2.7 37 95 26.8 54 11.2 30.5 6.9 12.6 14.9 25 6.8
Wholesa e/Retail 23.2 12.2 16.1 12.7 6.2 9.2 21.6 5.9 12.7 11.3 47 7.8
Services 37.2 6.9 17.6 26.2 7.3 14.1 249 8.1 149 36.1 9.3 22.0
Bought/Invested 37.8 9.0 174 35.0 8.6 18.0 39.8 12.0 21.3 220 6.3 13.3
Started 254 53 115 18.1 55 9.9 219 52 111 254 6.2 145
Inherited 295 324 314 46.7 7.6 2.2 29.3 114 175 437 8.0 24.0
Sales, less than $50,000 7.1 58 61 8.7 17 3.8 104 19 4.2 104 14 4.4
Sales, 50,000 - 99,999 15.1 78 9.9 27.3 3.8 105 20.6 7.0 124 129 17 6.7
Sales, 100,000 - 249,999 21.7 10 76 23.3 94 14.6 204 5.9 12.3 19.1 7.4 134
Sales, 250,000 - 499,999 422 109 238 26.6 8.7 17.6 439 30.5 374 429 21.0 33.3
Sales, 500,000 - 999,999 83.7 20.3 43.6 62.8 12.2 29.7 459 455 45.8 39.1 12.8 26.8

Table 2.2 Probability of Being a High Wealth Family (continued)
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1989 1992 1995 1998
Business Characteristics Stock No Stock All - Stock  No Stock All Stock  No Stock All Stock  No Stock All
Sales, 1,000,000 - 2,499,999 88.7 52.4 68.7 71.3 58.5 66.1 53.3 36.4 46.3 54.6 64.7 57.6
Sales, 2,500,000 - 4,999,999 21.2 2717 22.7 100.0 46.4 62.0 98.4 63.6 86.8 50.7 70.3 54.3
Sales, 5,000,000 - 9,999,999 54.8 100.0 57.1 35.0 58.5 41.6 90.7 45.7 65.9 87.3 144 55.4
Sales 10,000,000 or more 925 91.8 92.1 52.7 64.2 54.9 78.3 64.3 72.3 90.5 90.7 90.5
Observations 264 306 570 498 445 943 540 428 968 635 377 1,012
Notes:

(1) Income and net worth are computed in 1998 dollars using current CPI (Kennickell & Starr-McCluer, 2000).
(2) Some cells have fewer than 10 observations.
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Table 3.0 Summary of Changesin Mean Household Income by Selected Characteristics

Mean Household Income in 1998 dollars

M ean Household Income

Percent
'92 Income ‘98 Income Change
Characteristic 1992  Index* 1998  Index* 92-98
Mean Income, Total Sample 45,576 100.0 53,121 100.0 16.6
No Business 38,077 83.5 43,999 82.8 15.6
All Business 90,682 199.0 115,629 217.7 27.5
Self-employed 59,611 130.8 65,010 122.4 9.1
Owner manager 100,693 220.9 123,718 232.9 22.9
Angel capitalist 100,708 221.0 149,248 281.0 48.2
Other angel 202,437 444 .2 423,793 797.8 109.3
Stock owners 86,979 190.8 96,977 182.6 115
Non-business owners 68,228 149.7 74,324 139.9 8.9
Business owners 143,331 314.5 180,940 340.6 26.2
Non-stock owners 34,313 75.3 36,181 68.1 5.4
Non-business owners 31,136 68.3 33,812 63.7 8.6
Business owners 59,152 129.8 58,890 110.9 -0.4
Small Businesses Only

All Small Businesses 83,613 183.5 101,563 191.2 21.5
Employees, 0 - 1 59,611 130.8 65,010 122.4 9.1
Employees, 2 - 4 72,533 159.1 81,667 153.7 12.6
Employees 5 - 9 97,064 213.0 124,636 234.6 28.4
Employees 10 - 24 141,774 311.1 164,168 309.0 15.8
Employees, 25+ 211,098 463.2 395,981 745.4 87.6
Business age, less than 1 year 64,792 142.2 66,791 125.7 3.1
Businessage, 1 -4 65,536 143.8 75,932 142.9 15.9
Business age, 5- 9 85,493 187.6 98,359 185.2 15.0
Business age 10 - 19 103,510 227.1 117,311 220.8 13.3
Business age 20+ 94,743 207.9 140,605 264.7 48.4
Legal organization, Partner 109,160 239.5 104,450 196.6 -4.3
Legal organization, sole proprietor 65,348 143.4 69,315 130.5 6.1
Legal organization, corporation - sub s 115,910 254.3 169,544 319.2 46.3
Legal organization, corporation - sub c 116,003 254.5 170,237 320.5 46.8
Industry, agriculture 58,576 128.5 57,364 108.0 -2.1
Industry, construction, manufacturing 81,993 179.9 79,580 149.8 -2.9
Industry, wholesale, retail 63,827 140.0 76,789 144.6 20.3
Industry, services, other 97,395 213.7 129,206 243.2 32.7
Industry, unclassified n.a. n.a. n.a. n.a. n.a.
Founding status, bought, invested 92,367 202.7 101,153 190.4 9.5
Founding status, started 80,453 176.5 100,189 188.6 24.5
Founding status, inherited, other 85,890 188.5 120,681 227.2 40.5

Y Income index = (mean income for each group)/(mean income for the population)x100.
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(1997). When comparing real mean family income from 1992 through 1998, no
statistically significant differences are found for any group except small businesses with
25 or more employees. A further breakdown of this group into stock holding and non-
stock holding family businesses, suggests that no statistical differences exist in mean
family income.

Table 3.0 summaries changes in mean real income for families owning and not
owning businesses. While mean household income appeared to increase by over 16
percent from 1992 through 1998, business owning families appeared to realize a higher
percentage change than other (non-business owning) families (27.5 percent versus 15.6
percent). In 1998, non-business owning families had 82.8 percent of average income,
while business owning families had over two times (index of 217.7) the average income
of all families. On average, business investors and those owning and investing in
businesses realized the highest increasesin income. Business owning families that also
held publicly traded stock did much better than those with no stock holdings (26.2
percent increase versus 0.4 percent decline). Larger, older, corporate, service and
inherited businesses seemed to realize higher percentage changes in income than other
small businesses.

Families without any business ownership appear to have realized statistically
significant increases in income from 1992 to 1998 ($38,077 to $43,999 increase in real
mean income). Even though, mean income increased from $90,682 to $115,629, no
statistically significant difference was found for business owners. In fact, no significant
differences were identified for any type of business owner (self-employed,
owner/manager, angel capitalist or other angel capitalist). Families with stock holdings
have significantly higher incomes than those without stock holdings for both business and
non-business owning families. However, neither group of stock holding families had
significantly higher mean income in 1998 than in 1992. Additional information for
families with and without stock holdingsis reported in Appendix Tables 3.11 and 3.12,
respectively.

Small business owners as a group have realized an increase in mean income (a
non-statistically significant increase from $83,613 to $101,563) however, median income
has actually fallen from $53,806 to $52,702 (Appendix Table 3.2). Family income
appearsto have trended upward during this period of time (1992 through 1998), however
these increases were not statistically significant except for the largest business owners (25
or more employees), who saw mean family income increase significantly from $211,098
to $395,981.

When mean and median family incomes are separated by business age, legal
organization, industrial classification and founding status, no statistically significant
differences are found. Partnerships and firms engaged in agriculture, construction and
manufacturing actually realized declines in mean income from 1992 to 1998. In general,
family income appears to have been trending upward from 1992 to 1998. However,
given the high variance in income data no statistically significant changes were shown
except for the largest small businesses.

Appendix Tables 3.2 through 3.62 examine the changes in mean and median
income for small business owners by business size (Tables 3.2 through 3.22), age (Tables
3.3 through 3.32), legal organization (Tables 3.4 through 3.42), industrial classification
(Tables 3.5 through 3.52) and founding status (Tables 3.6 through 3.62).
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In summary, families owning small businesses and holding stock have higher
mean and median income than other families. Among business owning families,
only families owning the lar gest business and holding stock realized a statistically
significant increase in mean income. |In general, families owning larger, older,
cor porate, serviceindustry and inherited small businessesrealized higher
per centageincreasesin real mean income than other families owning small
businesses.

Mean and Median Wealth

Table 4.0 summarizes the changes in mean household wealth from 1992 through
1998. These changes in wealth were consistent with changesin income. Inflation
adjusted mean household wealth increased by about 34 percent. Families owning
businesses seemed to realize higher percentage increases in wealth than families not
owning a business (42.6 percent versus 37.3). In 1998, non-business owning families
held just over 61 percent of the average wealth of all families. Business owning families
held over 3.5 (index of 362.9) times the average wealth of all families. All business
owners exceeded the average percentage increase in wealth, except owner managers.
Business owning stockholders realized substantially larger gains than business owning
families without any stock holdings (39.4 percent increase versus 0.1 percent decline).
Larger, corporate, service industry and owner started small businesses appear to have
realized larger percentage increases in wealth than other small businesses.

Families with business ownership had significantly higher wealth in all time
periods than families without any business ownership, however families without
businesses appear to have increased their wealth more than families with business
ownership from 1992 to 1998. Families without any business ownership realized a
statistically significant increase in real mean family wealth from $125,164 to $171,904
and real median family wealth increased from $42,814 to $59,000 (Appendix Table 4.1).
Families who owned businesses realized an upward trend in family wealth from $709,659
to $1,011,924, however thisincrease was not statisticaly significant. Median family
wealth increased for families with no business ownership and for each type of business
owner (Appendix Table4.1). Stockholders had significantly higher wealth than non-
stockholders for both business and non-business owning families. However, no
statistically significant differencesin family wealth were realized by any of these
stockholding and non-stockholding groups. Similar results are reported for those small
business with and without stock holdings.

When considering families owning only small businesses firms, families owning
larger, corporate, service industry and businesses started by a family member realized the
largest percentage increases in wealth. However, when mean family wealth is separated
by business age, legal organization, industrial classification and founding status groups,
no statistically significant differences are found. Mean family wealth declined for only
one group of firms, those engaged in construction or manufacturing.

Appendix Tables 4.2 through 4.62 examine the changes in mean and median
wealth for small business owners by business size (Tables 4.2 through 4.22), age (Tables
4.3 through 4.32), legal organization (Tables 4.4 through 4.42), industrial classification
(Tables 4.5 through 4.52) and founding status (Tables 4.6 through 4.62).
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Table 4.0 Summary of Changes in Mean Household Net Worth by Selected Characteristics

Mean Household Net Worth in 1998 dollars

M ean Household Net Worth

Percent
'92 Wealth '98 Wealth Change
Characteristic 1992  Index! 1998  Index! 92-98
Mean Net Worth, Total Sample 208,480 100.0 278,876 100.0 33.8
No Business 125,164 60.0 171,904 61.6 37.3
All Business 709,659 340.4 1,011,924 362.9 42.6
Self-employed 257,118 123.3 450,616 161.6 75.3
Owner manager 822,627 394.6 1,063,989 381.5 29.3
Angel capitalist 983,427 471.7 1,759,360 630.9 78.9
Other angel 2,495,442 1197.0 4,172,997 1496.4 67.2
Stock owners 562,985 270.0 688,600 246.9 22.3
Non-business owners 339,020 162.6 409,444 146.8 20.8
Business owners 1,236,084 592.9 1,723,308 617.9 39.4
Non-stock owners 112,045 53.7 120,618 43.3 7.7
Non-business owners 75,930 36.4 92,109 33.0 21.3
Business owners 394,393 189.2 393,898 141.2 -0.1
Small Businesses Only

All Small Businesses 587,519 281.8 832,514 298.5 41.7
Employees, 0 - 1 257,118 123.3 450,616 161.6 75.3
Employees, 2 - 4 471,165 226.0 536,061 192.2 13.8
Employees 5 - 9 766,370 367.6 872,449 312.8 13.8
Employees 10 - 24 1,213,774 582.2 2,072,016 743.0 70.7
Employees, 25+ 2,329,978 1117.6 4,530,685 1624.6 94.5
Business age, less than 1 year 209,348 100.4 279,246 100.1 33.4
Business age, 1 - 4 276,936 132.8 392,560 140.8 41.8
Business age, 5 - 9 492,199 236.1 759,451 272.3 54.3
Business age 10 - 19 776,103 372.3 1,019,765 365.7 31.4
Business age 20+ 1,163,404 558.0 1,657,084 594.2 42.4
Legal organization, Partner 793,216 380.5 1,010,581 362.4 27.4
Legal organization, sole proprietor 361,253 173.3 447,735 160.5 23.9
Legal organization, corporation - sub s 1,090,984 523.3 1,526,547 547.4 39.9
Legal organization, corporation - sub c 1,048,290 502.8 1,569,909 562.9 49.8
Industry, agriculture 533,335 255.8 754,240 270.5 41.4
Industry, construction, manufacturing 629,624 302.0 556,226 199.5 -11.7
Industry, wholesale, retail 485,085 232.7 644,439 231.1 32.9
Industry, services, other 623,236 298.9 1,009,741 362.1 62.0
Industry, unclassified n.a. n.a. n.a. n.a. n.a.
Founding status, bought, invested 728,241 349.3 936,066 335.7 28.5
Founding status, started 505,951 242.7 774,222 277.6 53.0
Founding status, inherited, other 1,031,610 494.8 1,161,723 416.6 12.6

' Wealth index = (mean wealth for each group)/(mean wealth for the population)x100.
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In summary, families owning businessesrealized higher percentage increases
in real mean and median wealth than families not owning a business. Real mean
wealth trended upward for most groups of small business owners, however no
statistically significant increase in real mean wealth wasfound for any group .
Families owning larger, older, cor porate, serviceindustry and owner started small
businesses appear to haverealized larger percentageincreasesin real mean wealth
than other small businesses from 1992 to 1998.

Shares of Income

The previous section examined changes in mean and median family income and
wealth between 1992 and 1998 and found significant increases only for families owning
larger businesses. This section examines aggregate income and wealth and assesses
changesin the total income and wealth accumulations for business and non-business
owning families. In order to be consistent with the analysis of mean and median family
income and wealth, this analysis will consider changes from 1992 to 1998. The unit of
observation is al families belonging to a specific group in each time period. Aggregate
income within the group may increase over time because either the group has become
larger or group members have higher income.

Aggregate family income increased by about 25 percent between 1992 and 1998
(Table 5.0). Familieswith no business ownership realized higher percentage changesin
aggregate income than families with some business ownership (25.7 percent versus 21.8
percent). Businessinvestors (angel capitalists and other angels) realized much larger
percentage increases in aggregate income than other business owners. Business owners
with stock holdings realized substantially higher increases in aggregate income than
business owners without stock holdings (49.7 percent increase versus 18.6 percent
decline). Familieswith mid-sized, older, corporate and inherited businesses engaged in
either construction, manufacturing or services realized larger increases in aggregate
income than other small businesses.

Families owning businesses comprise about 15 percent of all families and
generate over 25 percent of total family income (Table 5.0). Families owning no
businesses comprise about 85 percent of total families and generate just over 70 percent
of aggregate family income. The share of total family income held by families owning no
businesses increased sightly from 71.6 to 72.3 percent from 1992 to 1998. Although
total family income increased by over $1.0 trillion in this sample, business owners earned
asmaller share of total family incomein 1998 than in 1992 (27.7 percent versus 28.4
percent). The most substantial decline occurred for families with self-employed
businesses, where their share of total income declined from 6.8 to 5.2 percent. Angel
capitalists and business owners doing some angel capital investing increased their share
of total family income from 3.4 percent in 1992 to 6.1 percent in 1998.

Stock holding became more prevalent (non-business owning families holding
stock rose from 18.7 to 25.1 percent and business owning families holding stock rose
from 37.5 to 46.5 percent) and larger amounts of money were invested (Table 1.2).
Nearly 41 percent of aggregate income was held by stockholdersin 1992, which
increased to over 50 percent by 1998 (Table 5.1). The percentage of aggregate income
held by all businesstypes, except self-employed, increased slightly over the period of
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Table 5.0 Summary of Changes in Aggregate Income by Selected Characteristics

Aggregate Income in billions of 1998 dollars

Aggregate Income

Percent
Change
Characteristic 1992 % 1998 % 92-98
Total Aggregate 4,371.5 100.0 5,447.5 100.0 24.6
No Business 3,131.6 71.6 3,937.5 72.3 25.7
All Business 1,239.9 28.4 1,510.0 27.7 21.8
Self-employed 298.1 6.8 285.2 5.2 -4.3
Owner manager 710.5 16.3 895.5 16.4 26.0
Angel capitalist 76.7 1.8 151.3 2.8 97.3
Other angel 70.9 1.6 178.0 3.3 151.1
Stock owners 1,784.1 40.8 2,771.0 50.9 55.3
Non-business owners 1,050.1 24.0 1,672.5 30.7 59.3
Business owners 734.0 16.8 1,098.5 20.2 49.7
Non-stock owners 2,587.4 59.2 2,676.5 49.1 3.4
Non-business owners 2,081.5 47.6 2,265.0 41.6 8.8
Business owners 505.8 11.6 411.5 7.6 -18.6
Small Businesses Only

All Small Businesses 1,005.6 23.0 1,180.7 21.7 17.4
Employees, 0 - 1 298.1 6.8 285.2 5.2 -4.3
Employees, 2 - 4 300.7 6.9 364.3 6.7 21.2
Employees 5 - 9 126.8 2.9 198.4 3.6 56.5
Employees 10 - 24 107.0 2.4 96.6 1.8 -9.7
Employees, 25+ 173.0 4.0 236.1 4.3 36.5
Business age, less than 1 year 63.1 1.4 36.2 0.7 -42.6
Business age, 1 - 4 225.3 5.2 281.3 5.2 24.9
Business age, 5 - 9 248.4 5.7 233.7 4.3 -5.9
Business age 10 - 19 267.0 6.1 372.0 6.8 39.3
Business age 20+ 201.8 4.6 257.4 4.7 27.6
Legal organization, Partner 209.4 4.8 217.8 4.0 4.0
Legal organization, sole proprietor 485.4 11.1 453.4 8.3 -6.6
Legal organization, corporation - sub s 139.6 3.2 258.6 4.7 85.2
Legal organization, corporation - sub ¢ 171.2 3.9 250.8 4.6 46.5
Industry, agriculture 85.6 2.0 68.5 1.3 -20.0
Industry, construction, manufacturing 176.8 4.0 227.7 4.2 28.8
Industry, wholesale, retail 144.1 3.3 146.3 2.7 1.5
Industry, services, other 599.0 13.7 731.7 13.4 22.2
Industry, unclassified n.a. n.a. n.a. n.a. n.a.
Founding status, bought, invested 267.7 6.1 264.5 4.9 -1.2
Founding status, started 682.9 15.6 836.9 15.4 22.6
Founding status, inherited, other 55.0 1.3 79.2 1.5 44.0
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time. Families owning businesses and holding stocks saw their share of aggregate
income increase (Appendix Table 5.11). Among families with no stock holdings, all
families realized adecline in their share of aggregate income (Appendix Table 5.12).

Families owning small businesses realized an increase in aggregate income
exceeding 17 percent from 1992 through 1998, however their share of total aggregate
income declined from 23 percent in 1992 to under 22 percent in 1998. The families
owning the smallest businesses (0 — 1 employees) realized a substantial decrease in their
share of total family income from 23.0 percent in 1992 to 21.7 percent in 1998. While
businesses with 2 to 9 employees and over 25 employees increased their share of total
family income, businesses with 10 to 24 employeesrealized a dlight decline. Among
small business owning families with stock holdings, the share of family income remained
relatively constant (Appendix Table 5.21). Among small business owning families with
no stock holdings, those with the smallest (0 to 1 employees) and largest businesses (10
or more employees) realized substantial declinesin the share of total family income
(Appendix Table 5.22).

The largest share of total family income received by small business ownersis held
by those with older businesses, especially those with 10 or more yearsin business.
Families with the youngest businesses hold arelatively insignificant share, ranging from
6.8 t0 5.9 percent from 1992 to 1998. Small business owning families who also hold
stock, realized similar changes in the share of family income held as all small businesses
(Appendix Table 5.31). Among small business owning families without stock, the share
of family income increased for those owning businesses from 1 to 4 years of age and over
20 years of age (Appendix Table 5.32).

Even though sole proprietors hold the largest share of total family income that
share declined from 11.1 to 8.3 percent between 1992 and 1998. These shares increased
for families owning corporations from 7.1 to 9.3 percent (Table 5.4). This general trend
held true for both stockholding and non-stockholding small business owners (A ppendix
Tables5.41 and 5.42).

Shares of total family income received by agriculturalists, wholesale and retail
trade and service businesses have declined. The largest share of aggregate income
generated by small business owning familiesis held by families owning service-related
industries. Agriculture has realized a substantial decline in aggregate income, while
construction, manufacturing and services have increased their aggregate income. Among
families owning small businesses with stock holdings, all businesses realized adeclinein
aggregate income, except those engaged in the service industry (Appendix Table 5.51).
Among families owning small businesses with no stock holdings, those engaged in
agriculture and services realized a declinein their share of aggregate income (Appendix
Table 5.52).

The largest share of total family income is received by those starting a business
(15.6 percent in 1992 and 15.4 percent in 1998). Families buying or investing in a
business have seen their share of total family income decline. This general trends holds
for both stock and non-stock holding families (Appendix Tables 5.61 and 5.62).

In summary, familieswith no business owner ship realized higher percentage
increases in aggr egate income than familieswith some business owner ship. Families
owning a small business and holding stock realized substantially higher increasesin
aggr egate income than business owner s without stock holdings. While aggr egate



incomeincreased for families owning small businesses, their share of aggregate
income declined from 1992 to 1998. Familieswith mid-sized, older, corporate and
inherited businesses engaged in either construction, manufacturing or services
realized thelargest increasesin their share of aggregateincome among families
owning small businesses.

Shares of Wealth

Table 6.0 summarizes the changes in aggregate wealth for families with and
without any business ownership between 1992 and 1998. The unit of observationisal
families belonging to a specific group in each time period. Aggregate wealth may
increase over time either because the group has become larger or group members have
accumulated more wealth. In real terms, aggregate wealth increased by over 40 percent
from 1992 through 1998 (Table 6.0). Aggregate wealth increased for a broad segment of
the population, however families with no business ownership realized larger gains than
families owning a business (49.4 percent versus 36.2 percent). The remarkablerisein the
value of the stock market allowed stockholders to enjoy a 70 percent increase in
aggregate wealth, while non-stockholders realized gains of just over 5 percent. As
discussed above, a substantial shift occurred in the 1990s as a higher percentage of all
families became stockholders.

Aggregate wealth is almost evenly divided between families owning and not
owning abusiness. Non-business owning families controlled just under 54 percent and
business owning families controlled just over 46 percent of total wealth in 1998 (Table
6.1). These shares of total wealth were relatively constant from 1992 to 1998. However,
shares of wealth held by families with no business ownership increased from 51.5 to 53.8
percent while the share of wealth held by families with business ownership declined from
48.5t0 46.2 percent. Families with a business owned and managed by afamily member
hold the largest share of wealth held by business owning families (about 27 percent).

Families with stock holdings increased their share of total wealth holdings from
57.7 percent in 1992 to 68.8 percent in 1998 (Table 6.0). Among those with stock
holdings, the share of total wealth held by business owning familiesincreased from 31.7
to 36.6 percent with angel capitalists realizing the largest percentage increase. Among
those without any stock holdings, the share of total wealth held by business ownersfell
substantially from 16.9 to 9.6 percent.

While small business owners realized a 37 percent increase in aggregate wealth,
their share of total wealth declined from 35.3 percent in 1992 to 33.8 percent in 1998
(Table 6.0). The most substantial gainsin the share of aggregate wealth were made by
self-employed businesses, those with 10 — 19 years of experience, corporations, those
engaged in the service industry and businesses started by the owner. Among those with
stock holdings, the share of total wealth held by business owning families declined with
angel capitalists realizing the most substantial declines (Appendix Table 6.11). Among
those without any stock holdings, the share of total wealth held by business ownersfell
substantially with all businesses realizing substantial declines (Table 6.12).

Shares of total wealth held by each size of business remained relatively stable
between 1992 and 1998 with the smallest businesses (0 to 1 employee) realizing gains
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Table 6.0 Summary of Changes in Aggregate Net Worth by Selected Characteristics

Aggregate Net Worth in billions of 1998 dollars

Aggregate Net Worth

Percent
Change
Characteristic 1992 % 1998 % 92-98
Total Aggregate 19,997 100.0 28,598 100.0 43.0
No Business 10,294 51.5 15,384 53.8 49.4
All Business 9,703 48.5 13,215 46.2 36.2
Self-employed 1,286 6.4 1,977 6.9 53.7
Owner manager 5,780 28.9 7,701 26.9 33.2
Angel capitalist 956 4.8 1,784 6.2 86.6
Other angel 1,681 8.4 1,753 6.1 4.3
Stock owners 11,548 57.7 19,676 68.8 70.4
Non-business owners 5,218 26.1 9,213 32.2 76.6
Business owners 6,330 31.7 10,462 36.6 65.3
Non-stock owners 8,449 42.3 8,923 31.2 5.6
Non-business owners 5,076 25.4 6,170 21.6 21.6
Business owners 3,373 16.9 2,753 9.6 -18.4
Small Businesses Only

All Small Businesses 7,066 35.3 9,678 33.8 37.0
Employees, 0 - 1 1,286 6.4 1,977 6.9 53.7
Employees, 2 - 4 1,954 9.8 2,391 8.4 22.4
Employees 5 - 9 1,001 5.0 1,389 4.9 38.8
Employees 10 - 24 916 4.6 1,219 4.3 33.1
Employees, 25+ 1,910 9.6 2,701 9.4 41.4
Business age, less than 1 year 204 1.0 151 0.5 -26.0
Business age, 1 - 4 952 4.8 1,454 5.1 52.7
Business age, 5- 9 1,430 7.2 1,804 6.3 26.2
Business age 10 - 19 2,002 10.0 3,234 11.3 61.5
Business age 20+ 2,478 12.4 3,034 10.6 22.4
Legal organization, Partner 1,521 7.6 2,108 7.4 38.6
Legal organization, sole proprietor 2,684 13.4 2,928 10.2 9.1
Legal organization, corporation - sub s 1,314 6.6 2,329 8.1 77.2
Legal organization, corporation - sub c 1,547 7.7 2,313 8.1 49.5
Industry, agriculture 779 3.9 901 3.2 15.7
Industry, construction, manufacturing 1,358 6.8 1,591 5.6 17.2
Industry, wholesale, retail 1,095 5.5 1,228 4.3 12.1
Industry, services, other 3,833 19.2 5,718 20.0 49.2
Industry, unclassified n.a. n.a. n.a. n.a. n.a.
Founding status, bought, invested 2,111 10.6 2,448 8.6 16.0
Founding status, started 4,294 21.5 6,467 22.6 50.6
Founding status, inherited, other 661 3.3 763 2.7 15.4
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and the next smallest businesses (1 to 4 employees) realizing losses or being quite stable.
A similar trend was found for small business owning families with stock holdings
(Appendix Table 6.21). The trend was reversed for small business owning families
without stock holdings (Appendix Table 6.22).

Families owning older businesses (greater than 10 years of age) control about 22
percent of all wealth (and about 65 percent of wealth held by small business owning
families). The share of total wealth held by these older business owners was relatively
constant from 1992 to 1998. Similar wealth shares patterns emerge for businesses with
and without stock ownership (Appendix Tables 6.31 and 6.32).

Families owning small businesses organized as sole proprietorships experienced
declines in the share of total wealth held (13.4 percent in 1992 to 10.2 percent in 1998),
while those organized as corporations experienced substantial increases (14.3 percent in
1992 to 16.2 percent in 1998) in the share of total wealth held. A similar pattern of
changes in wealth holdings emerges for those with and without stock holdings (A ppendix
Tables6.41 and 6.42).

Families owning service-related small businesses have increased their share of
total wealth (19.2 percent in 1992 to 20.0 percent in 1998). Shares of wealth for all other
small business owning families have declined. This general trend holds for both small
business owning families with and without any stock holdings (Appendix Tables 6.51
and 6.52).

Families who started a small business control a mgjority of the total wealth held
by small business owning families and the share of total wealth they control has increased
from glightly from 21.5 percent to 22.6 percent from 1992 to 1998. The share of total
wealth held by families purchasing or investing and inheriting small businesses declined
from 1992 to 1998. Similar patterns emerge for both stock holding and non-stock
holding families who own small businesses (Appendix Tables 6.61 and 6.62).

In summary, familieswith no business owner ship realized larger percentage
gainsin wealth than families owning a business. While aggr egate wealth incr eased
for familieswith small businesses, the shar e of aggregate wealth actually declined
for these families. The most substantial gainsin the share of aggregate wealth were
made by self-employed businesses, those with 10 — 19 year s of experience,
cor por ations, those engaged in the serviceindustry and businesses started by the
owner.

Determinants of High Income and High Wealth

The determinants of high income and high wealth are assessed for families from
1989 through 1998 in Tables 7.1 through 8.2. Most importantly, this analysis assesses
whether families owning asmall business are more likely to be classified as high income
or high wealth than families not owning abusiness. A family is classified as high income
if their annual income exceeds $50,000. A family is classified as high wealth if its wealth
exceeds $1 million. Logistic regressions are employed to assess the impact of personal
and demographic characteristics, characteristics of the business, sources of income and
sources of wealth on the income and wealth held by the family.



Table 7.1 Determinants of High Income for All Respondents (focusing on families owning small businesses)

Logistic Regression

1989 1992 1995 1998
Parameter Standard Parameter Standard Parameter Standard Parameter Standard

Characteristic of Household Head Estimate® Error p-vaue Estimate Error pvaue Estimate  Error p-vaue Estimate  Error  p-vaue
I ntercept -4.7533 0.2248 0.0001 -5.0056 0.2527 0.0001 -5.3591 0.2447 0.0001 -5.3647 0.2381 0.0001
Age, 35-44 0.9539 0.1301 0.0001 0.8789  0.1222 0.0001 0.8839 0.1147 0.0001 1.0601 0.1153 0.0001
Age, 45-54 13189 0.1436 0.0001 14558 0.1328 0.0001 0.9204 0.1220 0.0001 13892 0.1226 0.0001
Age, 55- 64 0.7204  0.1550 0.0001 0.8060 0.1463 0.0001 0.9728 0.1394 0.0001 0.8412  0.1386 0.0001
Age, 65- 74 0.0439 0.1789 0.8059 0.1626  0.1725 0.3459 0.0051 0.1611 0.9749 0.2218 0.1530 0.1472
Age, 75 and over -0.2570  0.2490 0.3019 -0.0202 0.2129 0.9245 -0.3480 0.1982 0.0791 -0.1767 0.1938 0.3618
Race, non-minority (white) 0.5693 0.1252 0.0001 0.5238 0.1183 0.0001 05943 0.1115 0.0001 0.7328  0.1086 0.0001
Gender, male 0.3181 0.1945 0.1020 05704 0.1775 0.0013 0.9353 0.1696 0.0001 0.6483  0.1479 0.0001
Education, high school diploma 0.9924 0.1551 0.0001 11352 0.1803 0.0001 1.0441 0.1576 0.0001 13306 0.1690 0.0001
Education, some college 15488 0.1736 0.0001 1.8149 0.1885 0.0001 15684 0.1684 0.0001 1.8805 0.1777 0.0001
Education, college degree or more 24605 0.1574 0.0001 2.6607 0.1760 0.0001 24338 0.1569 0.0001 27610 0.1684 0.0001
Marital status, married 1.8207 0.1589 0.0001 16094 0.1379 0.0001 16430 0.1306 0.0001 1.6767 0.1205 0.0001
Region, Northcentral -0.2911 0.1263 0.0212  -0.0931 0.1216 0.4440 -0.2607 0.1206 0.0306
Region, South -0.5859 0.1211 0.0001 -0.0710 0.1135 05318 -0.1016 0.1119 0.3639
Region, West -0.2946 0.1329 0.0266  -0.0188 0.1246 0.8804 -0.0932 0.1240 0.4526
Small business owner/manager 0.4870 0.1392 0.0005 0.4961 0.1177 0.0001 0.4201 0.1149 0.0003 0.2386  0.1156 0.0390
-2 Log Likelihood 2,780 3,292 3,765 3,903
Observations 3,143 3,906 4,299 4,305

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education (less than high school), marital status
(not married), region (Northeast) and non-business owning families.

2 The sign (+/-) on the parameter estimate is employed to determine the influence of each characteristic on being classified as high income;
standard error is the statistical error surrounding the estimate; and p-value determines if a characteristic causes a statistically significant

changein high income status. Significant differencesat the 0.05 level or below level are indicated in bold type.

Table 7.2 Determinants of High Wealth for All Respondents (focusing on families owning small businesses)



Logistic Regression

1989 1992 1995 1998
Parameter Standard Parameter Standard Parameter Standard Parameter Standard

Characteristic of Household Head® Estimate® Error p-vaue Esiimate Error pvaue Esiimae  Error  p-vaue Estimae  Error  p-vaue
I ntercept -9.3890 0.7626 0.0001  -85787 0.7541 0.0001 -10.0011 0.8629 0.0001 -8.9349 0.7806 0.0001
Age, 35-44 0.1708 0.4931 0.7290 12118 0.5418 0.0253 11398 0.5887 0.0529 0.9294 0.4011 0.0205
Age, 45-54 2.0934 0.4457 0.0001 22486 0.5217 0.0001 2.3939 0.5528 0.0001 14725 0.3842 0.0001
Age, 55- 64 24871 0.4516 0.0001 2.8732 0.5209 0.0001 3.3198 0.5597 0.0001 24873 0.3831 0.0001
Age, 65- 74 3.0031 0.4621 0.0001 3.2472  0.5363 0.0001 3.5055 0.5673 0.0001 24921  0.3960 0.0001
Age, 75 and over 3.2155 0.5085 0.0001 3.1438 0.5699 0.0001 3.1557 0.5964 0.0001 2.3629  0.4467 0.0001
Race, non-minority (white) 11676 0.4456 0.0088 0.1033 0.2902 0.7218 0.6336 0.3576 0.0764 0.6647  0.2956 0.0245
Gender, male 1.0925 0.4816 0.0233 05719 04374 0.1911 11426  0.4169 0.0061 0.9640 0.3362 0.0041
Education, high school diploma 0.4041 0.4343 0.3522 0.4893 0.5074 0.3349 0.7675 05611 0.1714 11068  0.6400 0.0837
Education, some college 13926 0.4360 0.0014 14542 0.4898 0.0030 2.0902 05384 0.0001 23061 0.6234 0.0002
Education, college degree or more 25040 0.3701 0.0001 25417 0.4386 0.0001 29016 0.5038 0.0001 3.1596  0.6007 0.0001
Marital status, married 0.6381 0.3527 0.0704 0.7104 0.3359 0.0344 0.3247 0.2986 0.2770 0.2671  0.2543 0.2937
Region, Northcentral -0.2601 0.2920 0.3731  -0.1316 0.2909 0.6510 -0.2258 0.2565 0.3786
Region, South -0.2583 0.2741 0.3459 -0.1120 0.2637 0.6711 -0.1455 0.2320 0.5304
Region, West 0.2520 0.2669 0.3451 0.0631 0.2778 0.8204 0.4006  0.2346 0.0877
Small business owner/manager 2.0625 0.2336 0.0001 15568 0.2013 0.0001 19230 0.2031 0.0001 12922 0.1762 0.0001
-2 Log Likelihood 719 867 858 1,167
Observations 3,143 3,906 4,299 4,305

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education (less than high school),

marital status (not married), region (Northeast) and non-business owning families.
2 The sign (+/-) on the parameter estimate is employed to determine the influence of each characteristic on being classified as

high wealth; standard error isthe statistical error surrounding the estimate; and p-value determines if a characteristic causes
a statistically significant change in high wealth status. Significant differences at the 0.05 level or below level areindicated in bold type.



Tables 7.1 and 7.2 examine the determinants of high income and high wealth for
families owning and not owning a small business. Families owning asmall business are
consistently more likely to be classified as high income than families not owning a small
business, ceteris paribus (Table 7.1). In addition, families with older, non-minority and
well educated household heads were more likely to be high income families than other
families. Table 7.2 examines the determinants of high wealth families owning and not
owning asmall business. Theseresults are very similar to the high income regression
analysis. Families owning asmall business are consistently more likely to be classified
as high wealth than families not owning a small business. Families with older, non-
minority and well educated household heads were more likely to be high wealth families
than other families. These results are consistent across years for both high income and
high wealth.

Tables 8.1 and 8.2 examine the determinants of high income and high wealth
when both persona and demographic characteristics of the household head and
characteristics of the business are included in the regression analysis. Small business
owning families classified as high income were consistently more likely to be somewhat
older, better educated, and married individuals, who own alarger company (Tables 8.1a
and 8.1b). Families classified as high wealth are consistently more likely to own larger
businesses, hold stocks and are less likely to have any credit card debt than other small
business owning families (Tables 8.2aand 8.2b).

The logistic regression analysis confirms previous results derived from assessing
mean income and wealth. Most importantly, families owning small businesses are more
likely to be classified as high income and high wealth families than other families. The
next section discusses the conclusions and implications derived from these results.

Conclusions

This study is primarily concerned with changes in income and wealth of families
owning and not owning small businesses from the recession of the early 1990s through
1998. In addressing these changesin income and wealth, this study examined five
hypotheses. This section discusses each of the hypotheses and the implications of the
results of this study.

Hypothesis 1

Hypothesis number one suggests that families owning small businesses have
increased real mean income from 1992 through 1998 more than families not owning
small businesses. When simply comparing real mean income of small business owning
families and other families, small business owning families had significantly higher real
mean income than non-business owning families across all years of the study. In
addition, these small business owning families realized a larger percentage increase in
real mean income (21.5 percent) than families not owning a business (15.6 percent) from
1992 through 1998. A more rigorous multivariate analysis of the probability of being
classified as high income (at least $50,000 annual income) reveals that families owning
small businesses have a significantly higher probability of being classified as high
income than families not owning a business.
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Table 8.1a Determinants of High Income for Families Owning a Small Business, 1989 — 1992

Logistic Regression

1989 1992
Paramete
Parameter Standard r Standard
Characteristic of Household Head® Estimate’?  Error  p-value Estimate  Error p-value

Intercept -7.4437 1.3418 0.0001 -3.6765 1.1424 0.0013
Age, 35-44 1.8719 0.5046 0.0002 1.1536 0.3580 0.0013
Age, 45-54 2.4830 0.6063 0.0001 1.5337 0.4119 0.0002
Age, 55-64 1.0295 0.6664 0.1224 0.7757 0.4634 0.0942
Age, 65-74 0.0499 1.0066 0.9605 -0.3522 0.6925 0.6111
Age, 75 and over 0.1240 1.8532 0.9467 0.5716 0.9609 0.5519
Race, non-minority (white) -0.1146 0.5447 0.8334 0.5618 0.3815 0.1409
Gender, male 2.0793 0.8522 0.0147 1.0670 0.5875 0.0694
Education, high school diploma 1.7875 0.5893 0.0024 -0.1153 0.5152 0.8229
Education, some college 1.0249 0.6449 0.1120 0.4874 0.5503 0.3758
Education, college degree or more 2.3434 0.6296 0.0002 1.3008 0.5224 0.0128
Marital status, married 0.9602 0.5570 0.0847 1.4260 0.3570 0.0001
Region, Northcentral -0.0760 0.3630 0.8341
Region, South -0.6086 0.3528 0.0845
Region, West -0.0562 0.3611 0.8763
Employees, 2- 4 -0.5645 0.4257 0.1848 0.2880 0.3058 0.3464
Employees, 5-9 -0.5214 0.5653 0.3564 0.0322 0.4478 0.9426
Employees, 10 - 25 2.0103 1.0713 0.0606 0.9091 0.6207 0.1430
Employees, 25 or more 2.7356 1.6036 0.0880 1.3854 0.7068 0.0500
Businessage, 1- 4 -0.0256 0.7537 09729 -0.9277 0.4789 0.0527
Businessage, 5-9 1.0425 0.7825 0.1828 -1.2111 0.5139 0.0184
Businessage, 10 - 19 0.4670 0.8470 0.5814 -0.6793 0.5328 0.2023
Business age, 20 or more 0.9972 0.9428 0.2902 -0.8420 0.5831 0.1487
Organization, sole proprietor -0.3672 0.4303 0.3935 -0.3090 0.4051 0.4456
Organization, Corporation - sub S 0.4693 0.7957 0.5553 -0.1192 0.5311 0.8224
Organization, Corporation - regular -0.1073 0.7511 0.8864 0.0757 0.5171 0.8836
Industry, construction, manufacturing,

transportation 0.1211 0.5604 0.8290 0.2663 0.4734 0.5737
Industry, wholesale and retail -0.2123 0.5637 0.7065 -0.3989 0.4453 0.3704
Industry, service 0.5756 0.5163 0.2649 0.2621 0.4217 0.5343
Industry, unclassified 13.3720 7622.5000 0.9986 0.0000. .

Founder, started 0.5988 0.4387 0.1722 0.1728 0.3117 0.5793
Founder, inherited 0.1727 0.6576 0.7928 -0.0150 0.6229 0.9808
Wages and salaries 1.1115 0.5046 0.0276 0.1885 0.3822 0.6219
Professional practice -0.5825 0.4107 0.1561 0.0678 0.2757 0.8057
Non-taxable investments 19.3125 925.7000 0.9834 0.5811 0.5576 0.2974
Other interest income 0.8570 0.3748 0.0222 0.1408 0.2633 0.5928
Dividends -0.3693 04616 04236 0.5919 0.3450 0.0863
Sale of stocks/bonds/real estate 2.8723 0.8425 0.0007 0.4921 0.4208 0.2422
Net rent/trust/royalties 15271 0.5258 0.0037 05274 0.3164 0.0955

Table 8.1a Determinants of High Income for Families Owning a Small Business, 1989 — 1992
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Logistic Regression

1989 1992
Parameter  Standard Parameter Standard
Characteristic of Household Head! Estimate?  Error  p-value Estimate  Error p-value
Unemployment or worker's
compensation -0.2628 0.8509 0.7575 -0.2105 0.5113 0.6805
Child support or alimony 1.2560 11431 02719 11388 0.9279 0.2197
Welfare, food stamps -15.3086 3608.0000 0.9966 -1.3539  1.1127 0.2237
Social security, pensions 0.4342 0.6457 05013 -0.2871  0.4217 0.4960
Other sources -1.4915 13200 0.2585 -0.8944  0.5085 0.0786
-2 Log Likelihood 264 467
Observations 570 943

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education
(less than high school), marital status (not married), region (Northeast), employees (0to 1),

business age (less than 1 year), organization (partner), industry (agriculture) and founder

(bought/invested).

2 Thesign (+/-) on the parameter estimate is employed to determine the influence of each

characteristic on being classified as high income; standard error is the statistical error

surrounding the estimate; and p-value determines if a characteristic causes a statistically

significant change in high income status. Significant differences at the 0.05 level or below level

areindicated in bold type.



Table 8.1b Determinants of High Income for Families Owning a Small Business, 1995 - 1998

Logistic Regression

1995 1998
Parameter Standard Parameter Standard
Characteristic of Household Head!  Estimate?  Error  p-value Estimate  Error p-value

I ntercept -4.8772 11775 0.0001 -5.5397 1.1750 0.0001
Age, 35-44 0.6257 0.3612 0.0832  1.1244 0.3801 0.0031
Age, 45-54 0.4867 0.3936 0.2163  0.7716 0.4026 0.0553
Age, 55- 64 0.9430 0.5007 0.0597 -0.3438 0.4785 0.4724
Age, 65- 74 1.0136 0.6568 0.1228  0.2856 0.7362 0.6981
Age, 75 and over -0.9855 1.0539 0.3497 -1.6485 1.1460 0.1503
Race, non-minority (white) -0.4793 0.3936 0.2233 -0.4834 0.3808 0.2043
Gender, male 0.3043 0.5759 0.5973  0.4959 0.5393 0.3579
Education, high school diploma 1.4856 0.5605 0.0080  0.3504 0.4761 0.4617
Education, some college 1.9228 0.5966 0.0013  0.6709 0.4920 0.1727
Education, college degree or more 2.2749 0.5674 0.0001 1.2575 0.4887 0.0101
Marital status, married 1.9719 0.3836 0.0001  1.2800 0.3802 0.0008
Region, Northcentral 0.5160 0.3728 0.1663 -0.1290 0.3694 0.7270
Region, South 0.2870 0.3340 0.3901  0.3706 0.3336 0.2667
Region, West 0.1664 0.3728 0.6554  0.5221 0.3885 0.1789
Employees, 2 - 4 0.1548 0.2920 0.5961  0.8524 0.2873 0.0030
Employees, 5-9 0.3985 0.4522 0.3781  0.8642 0.3907 0.0270
Employees, 10 - 25 0.9741 0.5240 0.0630  1.9196 0.6600 0.0036
Employees, 25 or more 3.6377 16768 0.0300  2.4652 0.9366 0.0085
Businessage, 1- 4 -0.3044 0.5007 0.5432  0.8409 0.6431 0.1910
Businessage, 5- 9 -0.3875 0.5253 0.4607  1.2496 0.6848 0.0680
Business age, 10 - 19 -0.3960 0.5547 0.4753  1.3332 0.6816 0.0505
Business age, 20 or more 0.0802 0.6287 0.8985  2.0269 0.7446 0.0065
Organization, sole proprietor 0.1081 0.3375 0.7488 -0.0263 0.3480 0.9397
Organization, Corporation - sub S -0.1407 0.4638 0.7615  0.0368 0.4594 0.9362
Organization, Corporation - regular 0.5281 0.5627 0.3480  0.1589 0.4877 0.7446
Industry, construction, manufacturing,

transportation 0.5230 0.4358 0.2301  0.2382 0.4695 0.6118
Industry, wholesale and retail -0.1842 0.4374 0.6737  0.1576 0.4856 0.7456
Industry, service 0.4041 0.4020 0.3148  1.2377 0.4527 0.0063
Industry, unclassified 0.0000. . 9.0477 737.0000 0.9902
Founder, started -0.2162 0.3350 0.5187 -0.0925 0.3094 0.7650
Founder, inherited -0.1461 0.5876 0.8036 -1.2700 0.6004 0.0344
Wages and salaries 0.4502 0.3619 0.2135  0.4790 0.3650 0.1894
Professional practice 0.0867 0.2640 0.7425  0.1025 0.2580 0.6911
Non-taxable investments 1.8309 0.6227 0.0033  0.0183 0.6163 0.9763
Other interest income 0.6220 0.2867 0.0300  0.3925 0.2750 0.1536
Dividends 0.0716 0.3306 0.8286  0.3309 0.3566 0.3534
Sale of stocks/bonds/red estate 0.9858 0.3721 0.0081  0.7291 0.3757 0.0523
Net rent/trust/royalties -0.3834 0.3334 0.2502 0.1701 0.3579 0.6345
Unemployment or worker's

compensation 0.5313 0.7507 0.4791  0.1360 1.0646 0.8983

Table 8.1b Determinants of High Income for Families Owning a Small Business, 1995 — 1998
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Logistic Regression

1995 1998
Parameter Standard Parameter Standard
Characteristic of Household Head! Estimate’?  Error  p-value Estimate  Error p-value

Child support or alimony -0.2480 0.6675 0.7102  1.1008 0.8807 0.2113
Welfare, food stamps -14.5240 835.6000 0.9861 -1.2923 1.6783 0.4413
Social security, pensions -0.7154 0.4325 0.0981  0.1363 0.4990 0.7847
Other sources -0.7423 0.5450 0.1732  0.0723 0.8066 0.9286
-2 Log Likelihood 464 491
Observations 968 1,012

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education
(less than high school), marital status (not married), region (Northeast), employees (0to 1),
business age (less than 1 year), organization (partner), industry (agriculture) and founder
(bought/invested).

2 Thesign (+/-) on the parameter estimate is employed to determine the influence of each
characteristic on being classified as high income; standard error isthe statistical error
surrounding the estimate; and p-value determines if a characteristic causes a statistically
significant change in high income status. Significant differences at the 0.05 level or below
level areindicated in bold type.



Table 8.2a Determinants of High Wealth for Families Owning a Small Business, 1989 - 1992

Logistic Regression

1989 1992
Parameter Standard Parameter  Standard
Characteristic of Household Head! Estimate’  Error  p-value Estimate Error p-value

I ntercept -23.6622  1600.2 0.9882  -7.6335 3.677 0.0379
Age, 35- 44 -0.367 1204 0.7605  -0.3982 0.9967 0.6895
Age, 45- 54 2.8569 1.2928 0.0271 0.443 0.9595 0.6443
Age, 55- 64 2102 14921 0.1589 0.9757 1.0153 0.3366
Age, 65- 74 23819 1.7161 0.1651 1.9765 1.1276 0.0796
Age, 75 and over 55882 2.0069 0.0054 0.8974 14734 0.5425
Race, non-minority (white) 19549 1.4709 0.1838  -0.9072 0.7031 0.1970
Gender, male 0.8399 1.8245 0.6453 0.8613 1.1898 0.4691
Education, high school diploma 0.6382 13114 0.6265 -0.3753 0.9744 0.7001
Education, some college -0.1596  1.3976 0.9091 0.3995 0.9585 0.6768
Education, college degree or more 23544 14172 0.0966 0.7791 0.8524 0.3607
Marital status, married 05869 11819 0.6195 -0.5493 0.7396 0.4577
Region, Northcentral -0.8244 0.6975 0.2372
Region, South -0.4245 0.6743 0.5291
Region, West -0.093 0.6885 0.8926
Employees, 2 - 4 -1.557  0.9128 0.0881 0.8778 0.6477 0.1753
Employees, 5-9 0.5852 1.0288 0.5695 1.6674 0.8019 0.0376
Employees, 10 - 25 25366 1.2002 0.0346 3.3679 0.9285 0.0003
Employees, 25 or more 24317 14914 0.1030 4.3204 0.9697 0.0001
Businessage, 1- 4 3.1323 31276 0.3166 1.3743 1.6631 0.4086
Businessage, 5- 9 13556 3.1475 0.6667 1.2182 1.6019 0.4470
Business age, 10 - 19 22808 3.1478 0.4687 2.4906 1.596 0.1186
Business age, 20 or more 3.8274 31671 0.2269 2.4822 1.6073 0.1225
Organization, sole proprietor 0.643 0.8787 0.4644 0.2437 0.6714 0.7167
Organization, Corporation - sub S 17257 1.1479 0.1327 1.1633 0.8049 0.1484
Organization, Corporation - regular 0.2804 1.1066 0.7999  -0.6701 0.7507 0.3720
Industry, construction,

manufacturing, transportation -2.3726 1.3563 0.0802  -1.0342 0.9925 0.2974
Industry, wholesale and retail -0.7459  1.2215 05414 -1.536 0.9396 0.1021
Industry, service -1.4289 1.0505 0.1738 -0.7274 0.8143 0.3717
Industry, unclassified -17.5322  6136.5 0.9977 0. .

Founder, started -1.0304 0.8819 0.2427 -0.3482 0.5225 0.5051
Founder, inherited -0.2546  0.9049 0.7785 0.5308 0.8783 0.5456
Transaction accounts 12.7198  1600.2 0.9937 -1.006 2.2117 0.6492

Table 8.2a Determinants of High Wealth for Families Owning a Small Business, 1989 — 1992
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Logistic Regression

1989 1992
Parameter Standard Parameter Standard
Characteristic of Household Head! Estimate’  Error  p-value Estimate  Error p-value
Certificates of deposit 0.729 0.7157 0.3084 0.1709 0.4725 0.7176
Total directly-held mutual funds 1199 0.9046 0.1850 0.4649 0.5749 0.4188
Stocks 0.8239 0.6841 0.2285 11395 0.5046 0.0239
Total bonds 1.8998 0.9317 0.0415 0.7498 0.5795 0.1957
Total of IRAsand thrifts -0.0754 0.777 0.9227 0.3461 0.5328 0.5160
Savings bonds 0.09 0.7273 0.9015 -0.5603 0.5238 0.2848
Cash value of wholelife insurance 0.9801 0.725 0.1764 0.425 0.4634 0.3590
Other managed assets 2.6566 1.2796 0.0379 0.2871  1.0605 0.7866
Other financial assets 0.6925 0.6919 0.3169 0.6434  0.4828 0.1827
Vehicles -1.0508 1.424 0.4606 0.5976  1.0823 0.5808
Primary residence -1.1732 1.141 0.3038 0.9839 1.0543 0.3507
Other residential real estate 0.8571 0.8553 0.3163 0.8825 0.5892 0.1342
Net equity in nonres. real estate 14504 0.7101 0.0411 13774 0.4667 0.0032
Business interests 0.8453 1.1527 0.4634 0.8823 0.7327 0.2285
Other nonfinancial -1.0935 0.8066 0.1752 0.2903  0.5632 0.6062
Housing debt -1.1909 09669 0.2181 -0.1615 0.6431 0.8018
Other lines of credit -0.0613  1.4291 0.9658 0.1908 0.8941 0.8310
Debt for other residential property 18556 1.1516 0.1071 0.5727 0.6516 0.3795
Credit card debt -0.9009 0.8004 0.2603 -0.1292 0.4729 0.7847
Installment loans 0.8069 0.7157 0.2595  -0.9033 0.5026 0.0723
Other debts 0.6614 0.97 0.4954 0.2186 0.7219 0.7620
-2 Log likelihood 103 180
Observations 570 943

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education
(less than high school), marital status (not married), region (Northeast), employees (0to 1),
business age (less than 1 year), organization (partner), industry (agriculture) and founder

(bought/invested).

2 The sign (+/-) on the parameter estimate is employed to determine the influence of each characteristic

on being classified as high wealth; standard error isthe statistical error surrounding the estimate;
and p-value determines if a characteristic causes a statistically significant change in high wealth
status. Significant differences at the 0.05 level or below

level areindicated in bold type.
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Table 8.2b Determinants of High Wealth for Families Owning a Small Business, 1995 - 1998

Logistic Regression

1995

Parameter Standard

1998

Parameter Standard

Characteristic of Household Head! Estimate? Error p-value Estimate Error p-value

I ntercept -5.6652 2.6261 0.0310 -5.4792  3.4350 0.1107
Age, 35- 44 -0.1854 0.8627 0.8299 0.0473  0.9930 0.9620
Age, 45- 54 0.7072  0.839 0.3993 0.8463  1.0237 0.4084
Age, 55- 64 15396 0.9558 0.1072 0.8937  1.0285 0.3849
Age, 65- 74 14357 1.0574 0.1745  -0.6856  1.2350 0.5788
Age, 75 and over 14483 1.3446 02814  -1.3959 15713 0.3744
Race, non-minority (white) 0.6532 0.8457 0.4399 0.2197  0.8690 0.8004
Gender, male -0.5494 1.0986 0.6170 12889  1.0202 0.2064
Education, high school diploma 05749 1.0192 0.5727 -0.5214  1.2647 0.6801
Education, some college 15301 1.0478 0.1442 0.1158  1.2931 0.9287
Education, college degree or more 1.7249 1.0098 0.0876 04787 1.2574 0.7034
Marital status, married 05171 0.7251 0.4758 -0.3300 0.6947 0.6347
Region, Northcentral -0.5585 0.6354 0.3794  -0.9501  0.7043 0.1773
Region, South -0.5204 05821 0.3713 0.0897  0.5698 0.8749
Region, West -0.2933  0.6477 0.6507 0.3149  0.6092 0.6052
Employees, 2- 4 0.445 05793 0.4423 0.3634 0.5701 0.5239
Employees, 5-9 1574 0.7131 0.0273 0.5338 0.6892 0.4386
Employees, 10 - 25 2.1392 0.7466 0.0042 4.2984  0.9073 0.0001
Employees, 25 or more 3.3911 0.9461 0.0003 3.0132 0.8618 0.0005
Businessage, 1- 4 -1.3085  1.132 0.2477 -0.9357  1.3927 0.5017
Businessage, 5- 9 -1.1118  1.136 0.3277 0.4336  1.3971 0.7563
Business age, 10 - 19 -1.0623  1.096 0.3324 0.1139  1.3440 0.9325
Business age, 20 or more -0.908 1.1878 0.4446 14448  1.4190 0.3086
Organization, sole proprietor 0.7495 0.6131 0.2216 -0.5321  0.6254 0.3949
Organization, Corporation - sub S 1.3147 0.6784 0.0526 -0.4377  0.6929 0.5276
Organization, Corporation - regular ~ 0.7437  0.7415 0.3158 -0.0246  0.6864 0.9715
Industry, construction,

manufacturing, transportation -0.5303 0.8016 0.5083 -1.7703  0.9795 0.0707
Industry, wholesale and retail -1.4889 0.7574 0.0493 -1.7351  1.0377 0.0945
Industry, service -0.4044 0.6786 0.5512 -0.5875  0.8602 0.4947
Industry, unclassified 0. . 8.62381027.4000 0.9933
Founder, started -0.4576 0.4986 0.3588 0.7127 0.5783 0.2178
Founder, inherited -0.2377 0.8243 0.7731 0.3470  0.9157 0.7048
Transaction accounts -2 1.6289 0.2195 0.2127  2.5866 0.9345

Table 8.2b Determinants of High Wealth for Families Owning a Small Business, 1995 — 1998
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Logistic Regression

1995 1998
Parameter Standard Parameter Standard

Characteristic of Household Head® Estimate’  Error p-value Estimate Error p-value

Certificates of deposit -0.5125  0.4511 0.2559 0.9595 0.5040 0.0569
Total directly-held mutual funds 0.2611  0.4728 0.5807 05936  0.4487 0.1859
Stocks 0.8435  0.4479 0.0596 1.4027 0.4979 0.0048
Total bonds 0.6429  0.5633 0.2537 07416  0.6359 0.2435
Total of IRAsand thrifts 0.2554  0.4954 0.6062 0.0893 0.4744 0.8506
Savings bonds -0.7803  0.4916 0.1124 0.0026 0.4831 0.9957
Cash value of wholelife insurance 0.3056  0.4234 0.4705 05983 0.4284 0.1625
Other managed assets 0.8455  0.9111 0.3534 1.2375 0.6070 0.0415
Other financial assets 0.2041  0.4832 0.6727 05914 0.4473 0.1861
Vehicles 0.4065  0.8207 0.6204 -2.3052 0.7253 0.0015
Primary residence 11318  1.0902 02992 1.3642 1.0975 0.2139
Other residential real estate 0.6166  0.5217 0.2373 0.8079 0.4970 0.1040
Net equity in nonres. real estate 0.8835  0.4555 0.0524 0.6932 0.4737 0.1434
Business interests 17167  0.9026 0.0572 0.2857 0.7925 0.7185
Other nonfinancial 0.805  0.4999 0.1073 0.6910 0.5158 0.1804
Housing debt 0.8585  0.5881 0.1443 -0.4501 0.5267 0.3928
Other lines of credit 0.815 0.8921 0.3610 1.0788 0.9316 0.2468
Debt for other residential property 0.0331  0.6442 0.9590 -0.1360 0.6042 0.8219
Credit card debt -1.101  0.4947 0.0260 -1.2357 0.4892 0.0115
Installment loans -0.9518  0.4774 0.0462 0.0433 0.4565 0.9245
Other debts -0.00945  0.7145 0.9894 -0.6525 0.8539 0.4448
-2 Log likelihood 194 196
Observations 968 1,012

! The left-out dummy variables are age (less than 35), race (minority), gender (female), education
(less than high school), marital status (not married), region (Northeast), employees (0to 1),

business age (less than 1 year), organization (partner), industry (agriculture) and founder

(bought/invested).

2 The sign (+/-) on the parameter estimate is employed to determine the influence of each
characteristic on being classified as high wealth; standard error is the statistical error

surrounding the estimate; and p-value determines if a characteristic causes a statistically

significant change in high wealth status. Significant differences at the 0.05 level or below

level areindicated in bold type.



Hypothesis 2

The second hypothesis suggests that families owning small businesses have
increased real mean wealth from 1992 through 1998 more than families not owning small
businesses. Small business owning families had a significantly higher real mean wealth
than non-business owning families across all years of the study. Similar to changesin
real mean income, these small business owning families realized alarger percentage
increase in real mean wealth (41.7 percent) than families not owning a business (37.3
percent) from 1992 through 1998. A multivariate analysis of the probability of being
classified as high wealth (at least $1 million wealth) reveals that families owning small
businesses have a significantly higher probability of being classified as high wealth than
families not owning a business.

Hypothesis 3

The first two hypotheses suggest that families owning small businesses had higher
real mean income and wealth than families not owning a business and these families
owning small businesses appeared to realize larger percentage increasesin real mean
income and wealth from 1992 to 1998. The third hypothesis moves from considering
changesin real mean income to changes in the shares of real aggregate income. The third
hypothesis suggests that families owning small businesses have increased their share of
aggregate income from 1992 through 1998 more than families not owning small
businesses. Families owning small businesses contribute about 22 percent to aggregate
income, while families not owning any business contribute about 72 percent to aggregate
income. Small businesses realized a slight decline in the share of aggregate income from
23.0t0 21.7 percent from 1992 to 1998. During the same period of time, families not
owning any businessincreased their share of aggregate income from 71.6 percent to 72.3
percent. The small businesses realizing the most substantial gainsin the share of
aggregate income were larger, older, organized as corporations, engaged in construction,
manufacturing or service industries and inherited by the current owners.

Hypothesis 4

The fourth hypothesis states that families owning small businesses have increased
their share of aggregate wealth from 1992 through 1998 more than families not owning
small businesses. Families owning any businesses nearly evenly split aggregate wealth
with families with no business ownership (46.2 percent for families with no business
ownership and 53.8 percent for families owning businessesin 1998).
While families owning small businesses generate about 22 percent of aggregate income,
they control about 34 percent of aggregate wealth. Following the same pattern as
aggregate income, families owning small businesses have realized a declinein the share
of aggregate wealth from 35.3 percent in 1992 to 33.8 percent in 1998. Theloss of shares
of aggregate wealth by the families owning small businesses was captured by families
with no business ownership. Small businesses realizing the most substantial gainsin the
share of aggregate wealth were self-employed (0-1 employees), somewhat ol der,
organized as corporation, engaged in the service industry and started by the current
owner.



Hypothesis 5

The fifth hypothesis states that among families owning small business, those
families holding stocks are more likely to be classified as high income (greater than
$50,000) and high wealth (greater than $1,000,000) families than families not holding
stocks. Families holding stocks were substantially different from families not holding
stocks for small business owning families. Families owning small businesses who held
stock had significantly higher real mean income and real mean wealth than families not
holding stocks. In the multivariate analysis, income from the sale of stock holdings was a
significant determinant of high income in two of the four years. And, holding stock was
asignificant determinant of high wealth in two of the four years. Therefore, among small
business owners stock holdings were an important, but inconsistent determinant of high
income and wealth from 1992 to 1998.

Winnersand Losers

Who were the winners and losersin the early 1990s? Clearly, the economic pie
increased in size from 1991 through 1997 for most groups of small business owners,
however some types of small businesses fared better than others.

@ Small business owners without any financial resourcesinvested in
publicly traded stock realized very modest gains in wealth and modest
lossesin net income. Larger small businesses registered the most
substantial gainsin mean and aggregate net family income and wealth.
However, the self-employed (0 to 1 employees) realized very substantial
gainsin wealth, but much less modest gainsin net income.

2 The picture was somewhat more mixed with respect to business age.
Older businesses seemed to realize more substantial gains than younger
businesses.

3 Small businesses with more complex legal organizations, such as
corporations, were more likely to realize substantial gains than other types
of legal organizations. Sole proprietors, the dominant form of ownership,
realized smaller gains than any other type of legal organization.

4 Small businesses engaged in the service industry realized the most
substantial gainsin both net income and wealth.

) Small businesses inherited by the current owner realized the largest gains
in net income and very modest gainsin wealth, while small businesses
started by the owner realized the largest gains in wealth.

Small businesses that are larger, older and organized as corporations appear to
have fared better in the early 1990s than other small businesses. These well established
small businesses had the financial resourcesto invest in their business and the stock
market to realize substantial gainsin both net income and wealth. Other small businesses
realized much more modest gains. While small business ownership isrisky, small
business owners had a significantly higher probability of being classified as high income
and high wealth. Small business owners were somewhat more likely to be classified as
high income (52.2 percent in 1992 versus 56.7 percent in 1998) and high wealth (12.5
percent in 1992 and 14.8 percent in 1998) in 1998 than in 1992. Business investors
(angel capitalists and other angels) had a substantially higher probability of being
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classified as high income and high wealth families than traditional small business owners
(self-employed and owner/managers).

Adequate financial capital isaways crucial to success of small businesses. The
rapid growth in the general economy, reflected in the increase in the value of publicly
traded stock, enabled well-established small businesses to prosper. Small businesses with
fewer financial resources that were less well-established realized much more modest
gains and less than the gains realized by non-business owning families. However, small
business owners as a group realized only modest gains in aggregate net income and
wealth because the number of small business owning families (not the number of small
businesses), as defined in this study, was quite stable at around 12 to 13 million families.

This estimate of the number of families should be used with caution because it
could be represent a sampling problem in the SCF. During an economic expansion
families that previously wouldn’t have been included in the sampling frame because they
were relatively poor and couldn’t be easily contacted by telephone are included in the
more recent sampling frames. These families are less likely to be small business owners,
hence the population of families owning small businesses may be underestimated.

This period of economic expansion was not a prosperous time for the smaller,
younger, less well established small businesses. The period of economic expansion may
have been a difficult time to start and nurture a small business venture for severa
reasons.

(@D} Labor costsincreased. The unemployment rate fell nearly 7 percent in

1990 to less than 5.0 percent in 1997, hence labor supplies tightened; and
average earnings increased by nearly 3.7 percent annually (Statistical
Abstract, 2000). In thistype of labor market, small business owners were
facing higher wages. In addition, small business owners may face
substantial challenges finding and retaining high quality employees.

2 The opportunity cost of capital increased. While financial capital became
less expensive to borrow over this period of time with the prime rate
declining from just over 10 percent in 1990 to 8.8 percent in 1997, the
value of the stock market (S& P 500) was increasing over 16 percent
annually (Statistical Abstract, 2000). Investors, particularly family and
friends who may have been willing to invest in a small business venture,
had lessrisky alternatives for their excess cash. Inthistype of financial
market, small business owners may have been facing higher costs of
financing and restricted access, especially for start-up financing.

3 Other employment opportunities increased the opportunity cost of
prospective owners. |If higher inflation adjusted net income and wealth are
the only important criterion considered by the business owner, many of the
families members owning less well-established business may have been
better off working for someone else. In amarket with relatively low
unemployment in agrowing economy, the opportunity cost of risking ones
family’ sfinancial resourcesin asmall business venture increases
substantialy.

The most successful families owning small businesses were those owning more

than one business. This group of families realized increases in mean income and wealth
and shares of aggregate income and wealth surpassing all other families (Appendix A).
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The small business winnersin this economic expansion were those with existing
physical, financial and human capital to take advantage of the favorable economic
conditions facing them.

The economic expansion was relatively good news for business owning families
headed by women. These familiesrealized higher rates of real mean net income (45
percent versus 28 percent) and wealth (108 percent versus 43 percent) growth than other
business owners. In addition, these families did substantially better financially than non-
business owning families headed by women (Appendix B).

The competitive challenges of starting and nurturing a fledgling business are only
compounded by higher labor costs and lower quality labor available in the market, less
accessto financial capital from family and friends and the lure of reasonably good job
opportunities working for someone elsein a vibrant economy. The lack of success of the
younger, less well established businessesin relation to older, more well-established
business (and non-business owning families) in this very prosperous economic time
suggests that there is an even more important role for agencies designed to assist
fledgling small business start-ups.
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Appendix A - Families Owning Multiple Businesses



Families Owning Multiple Businesses

This study separates multiple business ownersinto three groups. business owners
that either own or manage more than one business; business owners that own and manage
more than one business; and business owners that own, but do not manage, more than one
business. These business owners represent an interesting segment of the business owning
family population because they have substantially higher mean family income and mean
family net worth than other business owners. While they only contribute about 10 to 12
percent of aggregate net family income they control about 25 percent of the total net
worth held by the entire population represented in this sample.

These multiple business owners are compared in Tables 3.0a, 4.0a, 5.0a and 6.0a.

Multiple business owners that own and/or manage at least two businesses have the
highest mean family income, mean net worth, aggregate income and aggregate net worth.
As agroup these businesses have substantially higher mean income ($193,106 versus
$115,629 in 1998) and their mean income has been growing more rapidly than the overall
population of businesses (49.5 percent versus 27.5 percent).

A similar picture emerges when examining mean net worth. These business
owners have substantially higher mean net worth ($2.1 million versus $1.0 millionin
1998), however the change in mean net worth as been very similar to the change realized
by all businesses, around 40 percent increase from 1992 through 1998.

These businesses make a substantial contribution to aggregate income and their
share of aggregate income grew from 10.5 percent to 12.1 percent from 1992 through
1998. This percentage change in aggregate income was over twice has high as the
change realized by all businesses (43.9 percent versus 21.8 percent).

While these businesses make a substantial contribution to aggregate net income,
they hold about 25 percent of total net worth (and over 50 percent of total net worth held
by business owners). Asagroup their aggregate net worth has grown at about the same
rate as all businesses with families who owned and managed businesses realizing a
somewhat slower rate of growth and families who only invested in businesses realizing a
somewhat faster rate of growth.

These families owning multiple businesses warrant further investigation because
of relatively high percentage of total net worth held by this select group of owners. In
addition, this group of owners has realized substantial growth in both net family income
and net worth from 1992 through 1998.
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Table 3.0a Summary of Changesin Mean Household Income by Selected Characteristics

Mean Household Income in 1998 dollars

M ean Household Income

%Change
Characteristic 1992 % 1998 % 92-98
Mean Income, Total Sample 45576 100.0 53,121 100.0 16.6
No Business 38,077 835 43,999 82.8 15.6
All Business 90,682 199.0 115,629 217.7 275
Self-employed 59,611 130.8 65,010 122.4 9.1
Owner manager 100,693 2209 123,718 2329 229
Angel capitalist 100,708 221.0 149,248 281.0 48.2
Other angel 202,437 444.2 423,793 797.8 109.3
Stock owners 86,979 190.8 96,977 182.6 11.5
Non-business owners 68,228 149.7 74,324 139.9 8.9
Business owners 143,331 314.5 180,940 340.6 26.2
Non-stock owners 34,313 75.3 36,181 68.1 54
Non-business owners 31,136 68.3 33,812 63.7 8.6
Business owners 59,152 129.8 58,890 110.9 -04
Multiple Business Owner s
Owned or managed mor e than one business 129,162 283.4 193,106 363.5 495
Owned and managed mor e than one business 139,876 306.9 211,584 398.3 51.3
Owned mor e than one business 100,708 221.0 149,248 281.0 48.2

Note: Number of observations - owned or managed more than one business (616 in 1992, 567 in 1998),
owned and managed more than one business (503 in 1992, 446 in 1998) and owned more than one business
(1131in 1992, 121 in 1998).
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Table 4.0a Summary of Changesin Mean Household Net Worth by Selected Characteristics

Mean Household Net Worth in 1998 dollars

M ean Household Net Worth

%Change
Characteristic 1992 % 1998 % 92-98
Mean Net Worth, Total Sample 208,480 100.0 278,876 100.0 338
No Business 125,164 60.0 171,904 616 37.3
All Business 709,659 3404 1,011,924 3629 42.6
Self-employed 257,118 123.3 450,616 161.6 75.3
Owner manager 822,627 394.6 1,063,989 3815 29.3
Angel capitalist 983,427 4717 1,759,360 630.9 78.9
Other angel 2,495,442 1197.0 4,172,997 1496.4 67.2
Stock owners 562,985 270.0 688,600 246.9 223
Non-business owners 339,020 162.6 409,444 146.8 20.8
Business owners 1,236,084 5929 1,723,308 617.9 39.4
Non-stock owners 112,045 53.7 120,618 43.3 77
Non-business owners 75,930 36.4 92,109 33.0 21.3
Business owners 394,393 189.2 393,898 141.2 -0.1
Multiple Business Owner s
Owned or managed mor e than one business 1,443,463 692.4 2,079,219 745.6 440
Owned and managed mor e than one business 1,616,679 7755 2,213,978 793.9 36.9
Owned mor e than one business 083,427 4717 1,759,360 630.9 78.9

Note: Number of observations - owned or managed more than one business (616 in 1992, 567 in 1998),
owned and managed more than one business (503 in 1992, 446 in 1998) and owned more than one business
(1131in 1992, 121 in 1998).
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Table 5.0a Summary of Changesin Aggregate Income by Selected Characteristics

Aggregate Income in billions of 1998 dollars

Aggregate Income

%Change
Characteristic 1992 % 1998 % 92-98
Total Aggregate 4,371.5 100.0 5,4475 100.0 24.6
No Business 31316 716 39375 72.3 25.7
All Business 12399 284 1,510.0 27.7 21.8
Self-employed 2981 6.8 285.2 52 -4.3
Owner manager 7105 163 895.5 16.4 26.0
Angel capitalist 767 18 151.3 2.8 97.3
Other angel 709 16 178.0 33 1511
Stock owners 17841 408 2,771.0 50.9 55.3
Non-business owners 1,050.1 240 16725 30.7 59.3
Business owners 7340 168 1,0985 20.2 49.7
Non-stock owners 25874 592 26765 49.1 34
Non-business owners 20815 476 2,265.0 41.6 8.8
Business owners 5058 116 4115 7.6 -18.6
Multiple Business Owner s
Owned or managed mor e than one business 459 105 661 121 439
Owned and managed mor e than one business 361 8.3 509 9.3 41.0
Owned mor e than one business 98 22 151 2.8 54.6
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Table 6.0a Summary of Changesin Aggregate Net Worth by Selected Characteristics

Aggregate Net Worth in billions of 1998 dollars

Aggregate Net Worth

%Change
Characteristic 1992 % 1998 % 92-98
Total Aggregate 19,997 100.0 28,598 100.0 43.0
No Business 10,294 515 15,384 53.8 49.4
All Business 9,703 485 13,215 46.2 36.2
Self-employed 1,286 6.4 1,977 6.9 53.7
Owner manager 5780 289 7,701 26.9 33.2
Angel capitalist 956 4.8 1,784 6.2 86.6
Other angel 1,681 8.4 1,753 6.1 4.3
Stock owners 11548 57.7 19,676 68.8 70.4
Non-business owners 5218 26.1 9,213 32.2 76.6
Business owners 6,330 317 10,462 36.6 65.3
Non-stock owners 8,449 423 8,923 31.2 5.6
Non-business owners 5076 254 6,170 21.6 21.6
Business owners 3,373 16.9 2,753 9.6 -18.4
Multiple Business Owner s
Owned or managed mor e than one business 5131 25.7 7,112 249 38.6
Owned and managed mor e than one business 4174 209 5,329 18.6 27.7
Owned mor e than one business 956 4.8 1,784 6.2 86.6

Note: Number of observations - owned or managed more than one business (616 in 1992, 567 in 1998),
owned and managed more than one business (503 in 1992, 446 in 1998) and owned more than one business
(1131in 1992, 121 in 1998).
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Appendix B -Women Headed Households
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Women Headed Households

Women headed households are compared with all other households from 1992
through 1998 in Tables 3.0b, 4.0b, 5.0b and 6.0b. Families headed by women have mean
family incomes that are less than one-half of the mean family income earned by all
families and they realized less than one-half of the growth in mean family income of all
families (7.1 percent from 1992 through 1998). While business owning families headed
by women had substantially higher mean family income than all women headed
households, they had family incomes that were less than one-half of the family income of
all business owners. However, these business owning families headed by women
realized amuch higher rate of mean income growth than the average business (45.2
percent versus 27.5 percent).

The mean household net worth statistics paint asimilar picture. All women
headed households have substantially lower net worth than all households in the sample
and they have realized arelatively slow rate of net worth growth. Business owning
families headed by women have substantially higher net worth than non-business owning
families, but substantially lower net worth than other business owners. Aswith net
income, these business owning families headed by women have realized a much higher
rate of mean net worth growth than the average business (107.5 percent versus 42.6
percent).

Women headed households contribute over 13.5 percent of aggregate incomein
1992 and over 12.5 percent of aggregate incomein 1998. While they realized nearly a 15
percent increase in aggregate income, their total contribution to aggregate income
actually declined slightly. Business owning families headed by women contributed only
about 1 percent to aggregate income, however they realized a higher percentage change
in aggregate income than other women householders.

Women headed households held about 13 percent of aggregate net worth in 1992
and 1998. They actually realized a substantial increase in aggregate net worth, however
thisincrease lagged behind the increase realized by the population in general. Business
owning families headed by women held arelatively small portion of aggregate net worth,
however they realized a higher percentage change than the entire popul ation of
businesses from 1992 through 1998.

Please note that this method of identifying women business owners
under estimates their share of aggregate income and wealth. These estimates should not
be compared with other estimates of the share of aggregate income or wealth derived
from the National Survey of Small Business Finances that utilize a business, rather than
household, sampling frame.
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Table 3.0b Summary of Changes in Mean Household Income by Selected Characteristics

Mean Household Income in 1998 dollars

M ean Household Income

%Change
Characteristic 1992 % 1998 % 92-98

Mean Income, Total Sample 45576 100.0 53,121 100.0 16.6
No Business 38,077 835 43,999 82.8 15.6
All Business 90,682 199.0 115,629 217.7 275
Self-employed 59,611 130.8 65,010 122.4 9.1
Owner manager 100,693 220.9 123,718 2329 229
Angel capitalist 100,708 221.0 149,248 281.0 48.2
Other angel 202,437 444.2 423,793 797.8 109.3
Stock owners 86,979 190.8 96,977 182.6 11.5
Non-business owners 68,228 149.7 74,324 139.9 8.9
Business owners 143,331 314.5 180,940 340.6 26.2
Non-stock owners 34,313 753 36,181 68.1 54
Non-business owners 31,136 68.3 33,812 63.7 8.6
Business owners 59,152 129.8 58,890 110.9 -04
Women Householders, All 22,355 49.0 23,941 45.1 7.1
Women Householder s, Business owning families 41,926 92.0 60,892 114.6 452

Note: Number of observations for all women housholders (829 in 1992, 944 in 1998) and women householders
business owning families (76 in 1992, 61 in 1998).
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Table 4.0b Summary of Changes in Mean Household Net Worth by Selected Characteristics

Mean Household Net Worth in 1998 dollars

Characteristic

M ean Household Net Worth
%Change
1992 % 1998 % 92-98

Mean Net Worth, Total Sample
No Business

All Business
Self-employed
Owner manager
Angel capitalist
Other angel

Stock owners
Non-business owners
Business owners

Non-stock owners
Non-business owners
Business owners

Women Householders, All

Women Householder s, Business owning families

208,480 100.0 278,876 100.0 33.8

125164 600 171,904 616 37.3

709,659 3404 1,011,924 3629 42.6
257,118 1233 450,616 161.6 75.3
822,627 3946 1,063,989 3815 29.3
983,427 471.7 1,759,360 630.9 78.9
2,495,442 1197.0 4,172,997 1496.4 67.2

562,985 270.0 688,600 246.9 22.3
339,020 162.6 409,444 146.8 20.8
1,236,084 5929 1,723,308 617.9 394

112,045 537 120,618 433 7.7
75930 364 92,109 330 21.3
394,393 189.2 393,898 141.2 -0.1

98,166 47.1 127,636 45.8 30.0

356,404 171.0 739,600 265.2 107.5
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Table 5.0b Summary of Changes in Aggregate Income by Selected Characteristics

Aggregate Income in billions of 1998 dollars

Aggregate Income

%Change
Characteristic 1992 % 1998 % 92-98

Total Aggregate 43715 100.0 5,447.5 100.0 24.6
No Business 3,131.6 716 39375 72.3 25.7
All Business 1,239.9 284 1510.0 27.7 21.8
Self-employed 298.1 6.8 285.2 52 -4.3
Owner manager 7105 163 8955 16.4 26.0
Angel capitalist 76.7 1.8 1513 2.8 97.3
Other angel 70.9 1.6 178.0 3.3 151.1
Stock owners 1,784.1 40.8 2,771.0 50.9 55.3
Non-business owners 1,050.1 240 1,6725 30.7 59.3
Business owners 7340 16.8 1,0985 20.2 49.7
Non-stock owners 25874 592 26765 49.1 34
Non-business owners 2,081l5 476 2,265.0 41.6 8.8
Business owners 5058 116 4115 7.6 -18.6
Women Householders, All 597 13.6 684 12.6 14.7
Women Householder s, Business owning families 51 1.2 61 1.1 18.9

Note: Number of observations for all women housholders (829 in 1992, 944 in 1998) and women householders
business owning families (76 in 1992, 61 in 1998).
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Table 6.0b Summary of Changes in Aggregate Net Worth by Selected Characteristics

Aggregate Net Worth in billions of 1998 dollars

Aggregate Net Worth

%Change
Characteristic 1992 % 1998 % 92-98

Total Aggregate 19,997 100.0 28,598 100.0 43.0
No Business 10,294 515 15,384 53.8 49.4
All Business 9,703 485 13,215 46.2 36.2
Self-employed 1,286 64 1977 6.9 53.7
Owner manager 5780 289 7,701 26.9 33.2
Angel capitalist 956 48 1,784 6.2 86.6
Other angel 1,681 84 1,753 6.1 4.3
Stock owners 11548 57.7 19,676 68.8 70.4
Non-business owners 5218 261 9,213 32.2 76.6
Business owners 6,330 31.7 10,462 36.6 65.3
Non-stock owners 8449 423 8,923 31.2 5.6
Non-business owners 5076 254 6,170 21.6 21.6
Business owners 3373 169 2,753 9.6 -18.4
Women Householders, All 2619 131 3,648 12.8 39.3
Women Householder s, Business owning families 433 2.2 735 2.6 69.9

Note: Number of observations for all women housholders (829 in 1992, 944 in 1998) and women househol ders
business owning families (76 in 1992, 61 in 1998).
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